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Dividends

Tue Garrock
Packmne Company
it June 18, 1940
; mas COMMON DIVIDEND No. 256
MR. WILLIAM EMLEN ROOSEVELT At a regular meeting of the Board of
Directors, held in Buffalo, N. Y., this

2 ‘ ; : day, a dividend of 75 ha
has this day been admitted as a d:zla;d 1:111 irllxe (c)ommgnngozka?f ?l?:

Company, payable June 29, 1940, to

General Partner in.our Firm stockholders of record at the close of
business June 22, 1940.

R. M. WapLEs, Secretary

We take pleasure in announcing that

?500521&11 & 5011 UNITED STATES SMELTING

REFINING AND MINING COMPANY
The Directors have declared a quarterly divi-
FOUNDED 1797 dend of 134% (87%; cents per share) on the
(}.;refef)re](} Ca si;:a(l)O)Stock, z;]nd a divi)denéi of

O H 5 ne Dollar . per share on the Com-
30 Pine Street New York C‘ty mon Capital Stock, both payable on July 15,
. 1940, to stockholders of record at the close of
business June 24, 194(?EORGE MIXTER'
June 17, 1940- : June 14, 1940, ' Treasurer.

_ CITY INVESTING COMPANY

66]BROADWAY, NEWiYORK

Dividends TR ’ June 20, 1940.
. v » The Board of Directors has this"day declared,
National Power & Light Company quitof surplus carnings of the Company, a divi’
end for the three months ending June 30, A
$6 PREFERRED STOCK DIVIDEND of one and three-quarters (1% %) per centum
The regular quarterly dividend of $1.50 per | upon the issued and out‘.standing‘Preferred Capital
e - share on the $6 Preferred Stock of National | stock of the Company, other than Preferred stock
etk Power & Light Company has been declared for | owned by the Company, payable July 1, 1940,
payment August 1, 1940, to holders of record | to holders (other than the Company) of the
DlT at the close of business July 1, 1940. - Preferred Capital stock of record on the books
‘ ALEXANDER SIMPSON, Treasurer, | Sf the, Company at the close of business'on

! " G. F. GUNTHER, Secretary.

.!Biﬂder R ‘ Foreign

JOHN MORRELL & CO.

o DIVIDEND NO. 42

A Practical and NATIONAL | BANK N A dividend of Fifty Cents

(80.50) per share on the

Serviceable Bincler of EGYPT \ T -a“/ capital stock of John

# Morrell & Co., will be paid
for yOlIr Magaztnes Head Office . . . . . .. Cairo

% . July 26, 1940, to stock:
Commercial Register No. 1 . Cairo holders of record June 29, 1940, as shown

and PCTiOdiCal.‘I. s — on the books of the Company.
& FULLY PAID CAPITAL . £3,000,000 Ottumwa, Jowa. George A, Morrell, Treas.

The “Expandit” Binder Is 80 constructed RESERVE FUND. . . . £3,000,000

that it will always open flat, whether it be
filled to its capacity of six-inch expansion,

or whether 1t contains only one issue. LONDON AGENCY BROOKLYN TRUST

1 djustable to the size of th
e of “tiune 1 Coaton. thicohy 8 and 7 King William Street, E. C. 4 COMPANY

eliminating all waste space and adding greatly ’ i
to lblnmapgearanca. his is an exclusive s:g:‘:“;’;?l {11"0;::3‘7; Dividend No. 223
{)‘y';]'g;" ﬂ%:ﬂ“p’f&fi’&e’aﬁﬁufge‘ﬂ.% A semi-annual dividend of 2% on capital stock
in less time than it takes to tell about it EGYPT and the SUDAN of the Brooklyn Trust Company has been declared
without punching holes, pulling ltﬂns'!: {gogﬁyﬁetﬁzé’ nc]‘(I)‘;}zyolt' gg:g'egg ;&%(éklé%ldelr&gt
o ::ﬂa‘;::::lenwm?nll:;igu;n:;ay bo i No dividend will be paid on fractional shares,
uccess terv -
serted without the necesultf of disturbing WALLACE H. SLOAT, Secretary.
other issues. You handle only the particular June 20, 1940.
cgpy tl:m.t. you ?m}re tthollm;erl; or ret:lttl)ve, e
the others remain in their proper position. A . ”

Whether an Issue be thick or thin, the : ; : o ). DIVIDEND NOTICE.TO
“Expandit” Binder is adjustable to its . ‘ THE ARUNDEL CORPORATION,
thickness. It embodles every feature that ; . g ; Baltimore, Md.

_ has proved of practical value and it avoids Tune 17, 1940.
all that are objectionable. ;I_‘he h%‘;‘“;?m 0{1 Dlgecfiorzgt 3};& {1‘“‘5“’?12‘53""“"
ration t ay declared a end o cents

I steat ip 0 18254 tnches as I|;he x;eglilarfqt\ilarter]y di\gidemilss o%c{,he :&o par

. value stock o @ corporation 11 and out-

Price $2.00 each standing, payable on and after July 1, 1940, to
Plus postage tt;)lée lg;to%l%hl?ld?rs -otfrt?co_rd onJ the 2cl¢)r;1)g;a(.)tion '8
or larger sizes 3 . oks at the close of business June 21, ’
H‘ffn’&ppmguon JOSEPH N. SEIFERT,
Secretary.

The “EXPANDIT” Binder - THE NEW YORK TRUST COMPAN

26 SPI'UCO St., New York City 100 Broadway <
' The ‘golam}i iogd’l‘tgste:ss‘l;as( giﬂgsday deézlar;ad a
. uarterly dividend o .25 per share) on
the Capital Stock of the Company, payable
nlreetor y 0t St(’ck Jluly 1 13194'0' to stgckh()zlgexigg f({ re’lc?l:dtat ttpe
close of business on June 22, . e transfer

and Bond Houses | wii ot cos.

MANICE deF. LOCKWOOD, JR.
New York, June 18, 1940 Secretary

\¢‘Security Dealers of .

North America® AMERICAN MANUFACTURING COMPANY
Noble and West Streets
Published semi-annually Brooklyn, New York

The Board of Directors of the American Manu-

Cotton F acts facturing Company has declared the regular

quartéeré{o dEvidel(lid of d§1i<2i5 %er ﬁhggec on the g’re—
erre: CK and a viden: 0! o er share
HERBERT D. SEIBERT & CO. on the Common Stock of the Companx;. Both
Carry your message o - Incorporated payabllg Jluézol, 1940, to-Stockholders of record

Publishers e 18
these readers at a moderate ROBERT B. BROWN, Treasurer.

, i ' 25 SPRUCE STREET
Sty i e vona iry |7 TALD & TOUNE MEG. 0

" e fifteen cents (15c.) per share was declared b:
OOIUEIDS Teleplxon BEekman 31767 the Board of Directors out of past earmngs}:
payable October 1, 1940, to stockholders of record
at the close of business September 10, 1940.

F. DUNNING, Secretary.
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The Financial Situation

O SOONER had the German attack got under
way this spring than daily dispatches began

to place the credulity of the American people under
great strain. Had it not been for the fact that
day after day later information confirmed earlier
accounts of the most astonishing successes of the
German military machine; the time would soon
have ‘been reached when 'American imagination
would no longer have.been able to cope with the
bewildering succession of coups. In the actual
event, the average man soon was victim ef a phan-

President took advantage both of the urgency of the
situation by which he was confronted and by the
frantic state of mind that existed early in 1933 to
lure the people of this country into “‘untrodden
paths” cut through the wilderness by social engineers
fresh from ism-loving university seminars abounding
throughout the land. In other circumstances it
would in all probability have been difficult if not

impossible for him to soothe into forgetfulness the
stirrings which naturally arose in the minds of most
men and women concerning the very nature of much

tasmagoria too horrible
easily to forget.
Disptaches from Wash-
ington at the present time
dealing with plans, pro-
posals and projects brought
forth in the name of na-
tional defense are begin-
ning to take on somewhat
the same appearance to
thoughtful men who have
been able to maintain their
poise through recent try-
ing weeks. Sensation fol-
lows sensation., Schemes
almost too fantastic to be
credible even to a public
accustomed to the bizarre
out of the National Capi-
tal tread on one another’s
heels day by day. One pro-
gram for almost un-heard-
of enlargement of our
armed forces is not off the
floor of Congress—in some
instances hardly on the
. floor—before another re-
quiring further astronomi-
cal sums of money is
added, and if apparently
authentic current reports
from Washington are to be
accepted, the end is by
no means yet in sight. One
- can not help fearing that
Governor Landon’s charge
that the Administration
appears to be laboring un-
der the impression that it
must generate ‘“‘an-idea a

day to keep Hitler away” -

Profits a Defense Essential

Are we going to rely upon American indus-
try to expand to the maximum justified, or
are we going to do as was done in France, rely
upon another provision of the bill that if in-
dustry doesn’t go along, then it will be com-
pelled by the President to do 3¢?

I do hope Congress will consider carefully

what this might do in prohibiting expansion’

of private industry’s plant to carry the load;
secondly, in the light of what has happened,
what it might do toward retarding this
program. :

I need hardly tell you that the nationaliza-
tion of all capital in the case of war is con-
trary to the ideals and fundamental princi-
ples of American government and to our busi-
ness practice and experience.

Private industry could not have done the
job for us if we hadn’t allowed it a livable
profit to justify its experimentation under
the capitalistic system. I don’t believe in-
dustry wants any exorbitant profits out of
the national defense prdgram.—Louis John-
son, Assistant Secretary of War, to the gradu~
ating class of the Army War College on
June 19.

The Assistant Secretary’s remarks were
made in the course of a discussion of one of
the current profit-limitation proposals in
connection with Government purchase of war
equipment. y

They might precisely as well have been
directed at certain other attitudes and poli-

. cies apparently in vogue in Washington.

There is the question as to whether the
Covernment is willing to pay prices for what
it needs high enough to permit special plant
expansion for the purpose of producing these
goods to be appropriately written off the
books of the manufacturer, and whethér such
charges are to be permitted for income or
profits tax purposes. :

Again, it is far from clear at this moment
whether taxes are to be levied in such wise as
to permit retention of reasonable profits to
the manufacturers who serve the Govern-
ment.

We are afraid that the Administration is too
much inclined to act ‘‘as was done in France.”’

e might as well recognize the fact. Prof-
its are essential to prompt and adequate
national preparedness. .

of the magic that was be-
ing invoked for the pur-
poses in hand, or to create
the illusion so widely that
somehow. great things
could be accomplished by
what had always thereto-
fore been termed oppor-
tunism and profligacy.

Tragic Results

The results—not the end
results, for they have not
yet been measured —were,
of course, tragic. Tragedy
even more stark and for-
bidding awaits us if the -
present ‘‘emergency’”’ and
the existing state of panic
in the public mind is per-
mitted to make it possible
for the Administration to
proceed in a similar way
now in the name not of
reform and recovery, but
of national defense. Cer-
tainly the President ap-
pears to be on his way. A
scheme more typical of
New Deal technique or
more saturated with New
Deal philosophy than the
project for an “all-Amer-
icas cartel” now almost
incredibly, but apparently
reliably, said to be in the
state of preparation  in
Washington would be dif-
ficult to find or to con-
ceive. The Administration,
faced -with the fact that

carries fully as much truth as humor.

Now, if we are really to prepare ourselves for what-
ever menace there may be in the situation as it is
developing in Europe, we should do well to call upon
our Government, and, we fear, a very substantial
number of our people, to get hold of themselves, rid
themselves of the panic that seems to possess them,
drop the idea of applying New Deal ideology to de-
fense problems, and get down to the tasks in hand in
workmanlike manner, and do so before irreparable -
damage is done. At the same time, it would be well
to insist that clever political strategems be put aside
for a more convenient season. It was an ‘‘emergency”’
which enabled the New Deal to get its start. The

b

Europe is the natural market for large quantities of
the products of other American countries, is moved by
fear that a greatly expanded Germany will take ad-
vantage of her need of goods from these countries to
impose her will upon them and presently to threaten
us. It therefore comes forward with a suggestion
that we use our funds, of which the President ap-
parently supposes there is no end, to corner the
American (both North and South) supplies of all
such products and thus force Germany to come to us
for what she needs! That the fantastic scheme
would even to Administration estimators, require
some $2,000,000,000 in capital funds and result in
annual operating losses running to $500,000,000 seems

/
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to be a matter of no importance to those who are
managing our national affairs.

Neither do they seem to be perturbed by the fact
that we have no earthly way of controlling produc-
tion in these foreign countries, and have not the
slightest use for most of these products, but must
depend upon our hoped for monopolistic position to
dispose of them presumably in Europe. It is even
blandly asserted that it may well be found neces-
sary to destroy substantial portions of them in or-
der to be rid of burdensome surpluses which cannot
be sold. The powers that be proceed in calm for-
getfulness that our government is already burdened
with the disposal through “food stamps” and other-
wise of large quantities of these same products and
with the carrying of huge surpluses of them to aid
our own “embattled farmer.” They go optimistically
along with their plans in disregard of the plain fact
that any such scheme could in the nature of the
case be made to work only if a large number of in-
dependent countries are willing to give effect to
programs of regimentation akin to those so roundly

condemned in Europe and virtually sign away their-

economic lives to us in return for cash—or else are

credibly assured that in our generosity, now no

longer confined to subsidizing our own farmers, we

will pay higher prices than can be obtained elge-

where, and make the funds available to the sellers

for purchases from whomsoever they select.
Enthusiastic Approval?

Unless these other American peoples have lost
their reason, there can hardly be much substance in
the statement made in Washington to the effect that
the plan is meeting enthusiastic approval among
our neighbors in the western hemisphere. We can
scarcely imagine some of them being so foolish as

~really to enter into any such arrangement despite
the lure of what may appear to be incredible gener-

osity on the part of a dazed if rich neighbor. They

must know that there is a limit even to our wealth,
that our government is already jeopardizing its
credit, that even now it is launching itself upon a
national defense program which will, if continued to
its logical conclusion, cost almost as much as the
New Deal itself, and that no such fantastic scheme
could possibly be expected to endure for long. They
must see at a glance that what is being proposed is
far more restrictive than the usual barter schemes
which the Administration seems so much to fear.
They can hardly fail to hesitate to insure themselves
(if the scheme actually worked) against German in-
terference by exposing themselves to whatever domi-
nation we (often their chief competitor) cared to
exert over their affairs.

The project appears to be a product of the same
old illusion that it is possible to buy immunity from
natural economic law. We have given that foolish
idea a full trial here at home, and it has failed mis-
erably. We can scarcely afford to try it in the
world at large—certainly not at a time when a na-
tional defense program threatens to burden us al-
most intolerably. Whatever may be the extent of
any real problem of the sort this plan borrowed
from Alice in Wonderland is intended to solve, we
had best start all over again with its solution. We
shall make no headway in this direction.

Other Developments ‘
Some of the things the President has recently had
\to say about “universal military training,” or “selec-
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‘tive compulsory military training” are hardly less

disturbing. The bill introduced in the Senate on
Thursday does not appear to accord at all points
with the ideas the President had previously ex-
pressed on the subject, although its terms are so
broad and the discretionary authority vested in the
President so great as to enable him to proceed in
most respects much as he apparently desires. In
any event, the measure still has to make its way
through both houses of Congress, if it does, and there
is at this time no way of telling what changes may
be made in it. Certainly it would be rash to assume
ihat the President will not attempt to get precisely
what he wants from Congress in this matter, or that
he would fail in such an attempt. The point is that
the President apparently desires and that even the
Senate bill would permit a great deal to be under-
taken in the name of “military training” which to
the ordinary man seems to have little real relation to
preparedness for war. i
Whether compulsory military training is really

‘needed at all is another question. Obviously we .

should be wise to avoid any program which so inter-
feres with the normal education of our youth and
with our normal way of life unless there is real need
for it. If, however, in the view of qualified military
men there is no safe way of avoiding it, then there
ought to be and probably would be no serious oppo-
sition to it. We must make ourselves as safe as may
be in this world now dedicated so largely to force.
For our part, we should prefer to be convinced that
the best opinion in qualified circles, not merely in
political quarters, is certain of the necessity for any
such program before it is undertaken at all. All this,
howevér, has little if anything to do with some of
the plans the President apparently has in mind.
Clear it is, for example, that the need for “training”
a million or more young women, or for bringing
them under “some sort of government discipline”
for a period of perhaps a year as the President sug-
gests needs much clearer and more definite estab-
lishment than any the President or his subordinates
have as yet vouchsafed. The same is to be said of
the President’s idea of training in “conservation”,
whatever under the sun that is, to be applied to-
Young men and women as a national defense weapon.
Loose talk about such phases of the subject—if in-
deed they are phases of the subject at all—inevitably
raises questions as to what the President really has
in mind concerning other aspects of what is termed
military training. Some of the program as sketched
by the President strongly suggests that what he
has in mind is in part at least the establishment of
a giant school for the inculcation of New Deal phil-
osophy in general. If such is indeed the case it would
be a travesty to label the undertaking in any way to
make it appear to serve the cause of national de-
fense.

Then, too, the thoughtful «¢itizen finds difficulty
in summoning great confidence in current judg-
ments concerning the size to which we need to ex-
pand our military establishment. Every few days
the authorities come forward with revisions of their
earlier estimates, sometimes almost doubling them.
To the man in the street these recommendations
often appear to have been prepard by ‘this or that
official without consultation, with the result that it
is difficult to be certain that any estimate of our
needs bears the considered approval of the authori-
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ties as a group. One begins to suspect that the Army
and the Navy are having a field day in Washington,
and thoroughly enjoying it. Military men almost
everywhere and almost always are advocates of
huge military establishments. It is notorious that
almost at any time in our history the army and
navy officials in this country would have had us
create and maintain armaments a great deal larger
than we have had in peace times. ' They now appear
to be taking advantage of the state of mind prevail-
ing to ask for about all they think they can get.
Of course, such matters as these are often highly
technical in character and must in large measure be
left to those trained for the purpose, but the Ameri-
can people can not for that reason subject itself to
unrestrained militarism. It seems to us that the
time has come to give this aspect of the situation
soberer thought than it has had.

Meanwhile, of course, the urgent need for economy -

in ordinary expenditures and the major alterations
in the New Deal program generally so essential to

_the revivication of American industry and the estab-
lishment of real preparedness for war seems to have
been largely forgotten and neglected. Let us not
overlook the fact that ill-considered, poorly con-
ceived, badly managed action in the name of na-
tional defense could easily leave us about as defense-
less as gross neglect of the subject would.

Federal Reserve Bank Statement

XTRAORDINARY gold imports have been the

rule for some time, owing to the sad state of
European affairs, but all previous performances are
eclipsed in the weekly banking period ended June 19.
The official banking statistics reveal an addition to
our monetary gold stocks in that period by $342,000,-
000, which raised the aggregate to $19,769,000,000.
This enormous transfer of metal to United States
ownership probably is in large part for payment of the
war materials purchases by the Anglo-French Allies.
It may also reflect some moves of a precautionary
nature by the defeated French Government, for
foreign bank deposits with the Federal Reserve
banks were sharply higher. No official explanations
are vouchsafed, of course, regarding the huge gold
transfer, and definite conclusions cannot safely be
drawn. The effect upon our own credit position is to
stimulate still more the growth of idle bank reserves.
Exceg}s reserves of member banks over legal require-
ments' were increased $160,000,000 in the statement
week, to another record at $6,770,000,000. Demand
for accommodation is extremely modest, however,
and for the time being the problem of credit control
remains an academic one. The statement of weekly
reporting member banks in-New York City shows an
increase of $4,000,000 in business loans, to $1,672,-
000,000.  Loans to brokers and dealers on security
collateral receded $18,000,000 to $294,000,000.

The Treasury in Washington deposited $334,999,-
000 gold certificates with the regional banks in the
statement week, raising their holdings to $17,536,-
475,000, Other cash of the 12 banks increased
slightly, and total reserves were up $338,325,000 to
$17,918,689,000. Total deposits with the Federal
Reserve banks advanced $319,115,000 to $15,108,-
760,000. Member bank reserve balances showed the
huge increase of $202,122,000, to $13,712,233,000.
United States Treasury income tax and other re-
ceipts outbalanced the expenditures, for the Treasury
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general account moved up $32,788,000 to $298,212,-
000. Foreign bank deposits increased $204,798,000 to
$659,828,000, this advance providing some idea of
the extent to which the dollars obtained through the
gold sale were permitted to remain idle, pending
armaments or other use. Other deposits, finally,
were down $120,593,000 to $438,487,000. Federal
Reserve notes in actual circulation moved up $22,-
602,000 to $5,103,916,000.  The reserve ratio im-
proved to 88.7% from 88.5%. . .
The condition statement of the 12 Federal Reserve
banks, combined, reveals that open market oper-
ations have been resumed, but only in order to supply
the market with Treasury bonds. Holdings of
United States Government securities were off $3,-
812,000 to $2,473,308,000. All of the decline was in
Treasury bonds, which fell to $1,343,183,000, while
holdings of Treasury notes were unchanged at

-$1,130,125,000. Discounts by the regional banks

dropped $225,000 to $2,192,000. Industrial ad-
vances receded $74,000 to $9,011,000, while com-
mitments to make such advances fell $89,000 to
$8,587,000.

©® The New York Stock Market

ULL sessions on the New York stock market
were occasioned this week by the momentous
developments in Burope and the uncertain course
of the Administration .in Washington. Price
changes for the week were mostly modest and irreg-
ular. Traders and investors clearly preferred to re-
main on the sidelines until the European situation
clarifies to some degree. But account necessarily
had to be taken of the French request to Germany
for an armistice, and the market reaction to ‘that
development was a downward readjustment of
levels. The decline on Monday was only temporary,
however, and for several sessions thereafter a slow
improvement followed. Against the devastating
news from Europe the market obviously placed the
increasing industrial activity within the United
States. Bargain-hunters were active at times, with
recent reports of company repurchases of shares
doubtless stimulating the trend. The uncertainty
as to the general course of affairs was so pro-
nounced, however, that trading steadily dwindled
on the New York Stock Exchange. Dealings last
Monday were well over the 1,000,000-share mark, but
fell to the 500,000-share range in later sessions.
Among the various groups of issues, the so-called
“war babies” were selected at times for liquidation.
Airplane manufacturing stocks turned quite weak
on the collapse of the French defense, but rallied to
a degree when it was reported that Great Britain
would take over all French contracts. Steel stocks
held close to the levels prevalent before the German
victory over France. Railroad and utility shares
were in demand on occasion. The buying was never
pronounced, however, since it appears that the Ad-
ministration in Washington desires to increase even
the current exorbitant taxation schedules. The po-
litical picture within the United States became ever
more confused when Mr. Roosevelt on Thursday
named two eminent Republicans to his Cabinet, for
reasons that are not entirely clear, and this action .
aroused apprehensions everywhere. The Republican
National Convention impends and supplies still an-
other ground for caution. Financial estimates of
the composite picture are perhaps best illustrated

1
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by the sale of a seat on the New York Stock Ex-
change, Thursday, at $37,000, which is $2,000 under
the last previous transfer price.

Listed bond trading was hardly more significant
than the dull stock business. United States Treas-
ury securities slowly advanced, in response to in-
stitutional buying, and the Federal Reserve banks
made some bonds available for the market out of
their open market holdings. Best-rated corporate
issues were marked slightly higher. Railroad bonds
led the domestic corporate list of speculative bonds
to better levels. Foreign dollar securities were
mixed, with some of the variations extensive.
Ttalian bonds improved sharply and then dropped
again. German issues showed good results when
France fell, and French stamped 7s dropped. The
British Empire issues of Canada and Australia were
marked lower. Latin American bonds were uncer-
tain, despite proposals in Washington for complete

~control of the trade affairs of the American Conti-

nent. Commodity markets were unsettled early in
the week by the French defeat; and rallied to some
extent thereafter. The foreign exchanges were dull,
with French franes unquoted for a time. Gold
poured into the United States at an unprecedented
rate.

On the New York Stock Exchange two stocks
touched new high levels for the year while 39 stocks
touched new low levels. On the New York Curb
Exchange two stocks touched new high levels and 26
stocks touched new low levels.

Call loans on the New York Stock Exchange re-
mained unchanged at 1%.

On the New York Stock Exchange the sales on
Saturday were 559,170 shares; on Monday, 1,207,930
shares; on Tuesday, 718,810 shares; on Wednesday,
563,950 shares; on Thursday, 586,200 shares, and
on Friday, 333,220 shares.

On the New York Curb Exchange the sales on
Saturday were 64,375 shares; on Monday, 168,420
shares; on Tuesday, 109,220 shares; on Wednesday,
81.800 shares; on Thursday, 102,560 shares, and on
Friday, 75,205 shares.

The effects of increased activity in the steel indus-
try and a quickened pace on the industrial front
were not lost for a time in so far as the stock mar-
ket was concerned on Saturday of last week. Lead-
ership by the steel shares lifted equities fractionally
higher at the opening and, following this short in-
terval of rising prices, the list experienced a spell
of easiness which prevailed to the close, leaving
major issues approximately one point under the best
levels of the day. Marshal Petain’s request to Ger-
many for terms of peace caused a break of one_to
six points in stocks on Monday. The request did
not come as a complete surprise to traders, as they
were fully cognizant of France’s plight, but not-
withstanding this its confirmation was sufficient in

itself to bring about drastic declines in values, even

though they subsequently proved purely temporary.
At the outset war stocks figured importantly in
trading, and heavy liquidation in this group brought
about declines of two points. By the second half-
_hour selling reached its peak and stocks touched the
bottom of the movement and then laboriously moved
forward to finally erase most of their earlier losses;
The last hours witnessed a drift toward an easier
trend, but the changing current lacked the strength
to follow through and prices firmed up and com-
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pleted the session irregularly lower. The market
was left to its own devices on Tuesday as Chancel-
lor Hitler and Premier Mussolini met at Munich to
determine the terms of peace they would proffer to
France in response to her request for an armistice.
Despite the admonition of the experts that caution
should be exercised in view of the uncertainty the
international situation placed in their path, equities
took the ascendancy in the morning hours. Market
participation was on a reduced scale, and as the
noon hour approached weakness developed and cut
into gains, but resistance was strong enough to
allow the market to retain:part of its. advantage
and thus closed irregularly higher. Air transporta-
tion issues featured trading by their consistent
strength and' mixed to lower trends best describe
other groups in a session lacking its usual volume
of sales. ,Narrowness accompanied by irregularly
Ligher levels characterized Wednesday’s session.
The terms-of peace to be imposed -on France by
Germany. and Italy were still a factor obscuring a
clear view of the international situation, and left
traders with the coming Republican and Democratic
conventions to ponder over. Both made for a very
complex problem. Early trading tended lower in
the first hour, but steel shares later took the initia-
tive and stocks in general from then ‘on presented
a better tone throughout the day. Earlier losses
among steel issues were cut to fractions, while air-
transportation shares extended their gains. Copper
stocks sold off, with aircraft and oil issues mixed
and motor and chemical groups reflecting partial
improvement. Pending completion of negotiations
between France and the axis Powers relative to the
terms of peace and the question as to what effect
their acceptance or rejection would have continuefl
to plague market operators. As a consequence sales
volume -came in for much further contraction on
Thursday. Confusion was increased by Mr. Roose-
velt’s nomination of two Republicans, Henry L. Stim-
gon as Secretary of War and Colonel Frank Knox

“as Secretary of the Navy. Thus further complica-

tions were injected into an already complex situa-
tion on the eve of the Republican National Conven-
tion. Narrowness was pronounced throughout and
prices pursued a slow but definitely lower trend.
War stocks sustained the greater portion of the
losses, and any inclination on the part of equities
to go against the trend originated with stocks of
companies engaged in peaceful pursuits. At the
close stocks ruled lower. Yesterday extreme dulness
prevailed and sales turnover shrank to the lowest
level since July, 1939. Knowledge of the basis on
which the Germans would consent to granting
France an armistice still remained undisclosed and’
left traders mo alternative than to await the out-
come of negotiations. Stocks began the day mixed,
followed for a time by slight firmness, only to later
lapse into the doldrums and close practically at the
point they started from. A comparison of closing
prices yesterday with final quotations on Friday
of last week disclose mixed changes.

General Electric closed yesterday at 3114 against
3114 on Friday of last week; Consolidated Edison
Co. of N. Y. at 265 against 247 ; Columbia Gas &
Electric at 55 against 5; Public Service of N. J. at
343/ against 321 ; International Harvester at 45
against 455 ; Sears, Roebuck & Co. at 7173 against
6914 ; Montgomery Ward & Co. at 391/ against 38;
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Woolworth at 3214 against 3135, and American
Tel. & Tel. at 15614, against 1557;.

Western Union closed yesterday at 17 against
1614 on Friday of last week; Allied Chemical &
Dye at 151 against 149; E. I. du Pont de Nemours
at 162 against 160Y5; National Cash Register at
1114 against 117/ ; National Dairy Products at 1315
against 1314 ; National Biscuit at 18%; against 181/ ;
Texas Gulf Sulphur at 303, against 2934 ; Loft, Inc.,

_at 25 against 2373 ; Continental Can at 4134 against
38; Eastman Kodak at 125 against 128; Standard
Brands at 534 against 534 ; Westinghouse Elec. &
Mfg. at 9215 against 9235; Canada Dry at 1414 bid
against 147/ ; Schenley Distillers at 835 bid against
834, and National Distillers at 20 against 1814,

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 15% against 14 on Friday of
last week; B. F. Goodrich at 1214 against 1114, and

United States Rubber at 2014 against 1715,
 Aside from the Union Pacific RR., share prices in
* the railroad group reveal fractlonal advances this
week. Pennsylvania RR. closed yesterday at 1814
against 173 on Friday of last week; Atchison To-
peka & Santa Fe at 1534 against 15% ; New York
Central at 115§ against 11; Union Pacific at 791/
against 7414 ; Southern Pacmc at 815 against 734 ;
Southern Railway at 11 against 1014, and Northern
Pacific at 534 against 55%.

Steel stocks record fractionally lower levels the
present week. United States Steel closed yesterday
at 5234 against 5314 on Friday of last week; Cru-
cible Steel at 30 against 301/ ; Bethlehem Steel at
7534 against 7675, and Youngstown Sheet & Tube
at 3134 against 3314. :

In the motor group, prices were mostly lower
than on Friday a week ago. General Motors closed
yesterday at 433 against 447 on Friday of last
week ; Chrysler at 6314 against 623/ ; Packard at 3
against 335, and Hupp Motors at 5 against 34.

Among the oil stocks, Standard Oil of N. J. closed
yesterday at 3314 against 357 on Friday of last
week ; Shell Union Oil at 814 against 814, and At-
lantlc Refining at 205% against 2034.

Among the copper stocks, Anaconda Copper closed
yesterday at 21 against 2214 on Friday of last week;

American Smelting & Refining at 37 against 88, and -

- Phelps Dodge at 2854 against 2934%.

In the aviation group, Curtiss-Wright closed
yesterday at 7% against 814 on Friday of last
week; Boeing Airplane at 1414 against 15, and
Douglas Aircraft at 71 against 7834.

Trade and industrial reports indicate good prog-
ress in general business within the United States,
although tax proposals in Washington leave some
doubt as to whether those who make profits will be
permitted to retain any great part of them. Steel
operations for the week ending today were esti-
mated by American Iron and Steel Institute at 87.7%
of capacity, which is the highest rate so far achieved
this year. It compares with 84.6% last week, 73.0%
a month ago, and 55.0% at this time last year. Pro-
duction of electric power for the week ended June 15
was reported by Edison Electric Institute at 2,516,
208,000 kwh., against 2,452,995,000 kwh. in the pre-
ceding week, and 2,264,719,000 kwh. in the similar
week of last year.
in the week to June 15 were reported by the Asso-
matlon of ‘American Railroads at 712 ,445 cars, a

The Commercia] & Financial Chronicle

‘the markets.

Car loadings of revenue freight

June 22, 1940

gain over the previous week of 9,874 cars, and over
the similar week of 1939 of 78490 cars. =

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 78Yjc. against 791%c. the close on Fri-
day of last week. July corn closed yesterday at

621%c. against 613c. the close on Friday of last
week. July oats at Chicago closed yesterday at
317e. against 3214c. the close on Friday of last
week. ]

The spot price for cotton here in New York closed
yesterday at 11.13c. against 11.01c. the close on Fri-
day of last week. The spot price for rubber closed
yesterday at 23.06c. against 22.25c. the close on
Friday of last week. Domestic copper closed yester-
day at 11%4c., the close on Friday of last week. In
London the price of bar silver closed yesterday at
22 7/16 pence per ounce against 23 7/16 pence per
ounce, the close on Friday of last week, and spot

silver in” New York closed yesterday at 3434c. -

against 35c. the close on Friday of last week.

In the matter of foreign exchanges, cable trans-
fers on London closed yesterday at $3.5934 against
$3.69 on Friday of last week. Cable transfers on
Paris, which are no longer quoted, closed on Friday
a week ago at 2.18c. as against 2.17c. the week
previous.

European Stock Markets

ITTLE business was done this week on the few
European stock markets that still are function-

ing, and price movements also were small. The
gloomy pall of war developments naturally affected
The Paris Bourse could not resume
business under the domination of the German Nazis,
and the rapid sweep of the invaders over the coun-
try made it impossible to set up a market elsewhere,
in France. Trading on the London Stock Exchange
was extremely quiet at the start of the week, with
gilt-edged and industrial stocks lower. Declines
among gilt-edged issues ranged to 2 points on Mon-
day, as the capitulation of France to the forces of .
Germany occasioned intense gloom. After Prime
Minister Churchill delivered his encouraging ad-.
dress late on Tuesday, the London market tended to
rally and regain most of its earlier losses of the
week. The Berlin Boerse was dull, notwithstanding
the victory over France gained by the Reich forces.
Narrow changes were reported in Berlin from day
to day, and net variations for the week were unim-

. portant. There were no reports available as to activ_i-
~ {ies on other European markets.

- American Foreign Policy -

RESH evidence was afforded by the Administra-
tion in Washington, this week, of partisonship

in the European struggle of a nature and intensity
that well may involve the United States in the con-
flict before it ends. Military aid to the Anglo-French
Allies was extended more and more openly, although
such official aid, whether directly or indirectly
given, is understood internationally as a virtual act
of war, It was made known last Tuesday that some
20 motor torpedo boats and submarine chasers which -
are under construction for the U. 8. Navy, have
been “released” to the builders, who are expected to
turn them over to the British Government, the Navy
taking later models to be constructed subsequently.
Our regulations covering the delivery of airplanes to
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the Allies via Canada were relaxed in a manner to
permit the flight of the craft across the border.
This expedites the delivery of aircraft which form-
erly were towed across the border on land. Most
significant of all was the naming by President
Roosevelt on Thursday of Col. Henry L. Stimson as
Secretary of War, and Col. Frank Knox as Secretary
of the Navy. Apart from the political implications
of this selection of two eminent Republicans for the
Cabinet, the fact is to be noted that both nominees
are regarded as “interventionists” in the European
war, owing to their support of proposals that almost
certainly would project the country into armed con-
flict. ;

In its diplomatic exchanges much the same trend
is manifested by the: Administration. In answer to
a “final” appeal from Premier Reynaud of France
for immediate help and “clouds of airplanes,” Mr.
Roosevelt last Saturday pledged redoubled efforts
by the United States to make airplanes, artillery and
munitions available to the Allies. He cautioned

“that this carried no implication of military commit-

ments, since only Congress can declare war. The
United States Government, he added, “will not con-
sider as valid any attempts to infringe by force the
independence and territorial integrity of France.”
The Treasury in Washington announced, after the
TFrench capitulation, that assets of that country in
the United States would be “frozen” and placed un-
der. a licensing system, similar to that previously
made effective in connection with other countries
. overrun by German forces. Meanwhile, the Admin-
istration called for additions to our armaments on
a scale that exceeds anything known in the peace-
time history of the country.  President Roosevelt
topped off his requests on Tuesday by indicating
that he will recommend some form of universal com-
pulsory “government service” for.the youth of the
country. Reactions in some foreign countries to
these developments may have significance, although
interest naturally colors some of the comments. In
Britain, according to London reports, the belief is
‘growing that the United States will tend to take ac-
tive steps in the war on the side of the-Allies. The
* Ttalian press already classes the United States as
an ally of Britain.

Latin America

ROFOUND concern regarding the integrity of
the Americas has been occasioned in Washing-

ton by the totalitarian victories in Europe, and a
few of the Latin American countries appear to share
the apprehensions. Endless rumors have circulated
in recent weeks regarding “Fifth Column” activities
in the vast area south of the Rio Grande. Uruguay,
in particnlar, has been a breeding ground for such
reports, and it appears that the Uruguayans have
discovered German plots not only against their own
country but also against nine additional Republics,
none of which was named in Montevideo dispatches.
It was announced in Washington, Tuesday, that an
American cruiser in South American waters would
proceed promptly to Uruguayan ports. When these

dispatches are coupled with the vast armaments out- -

lays of the United States Government, the impres-
sion is gained of extraordinary dangers throughout
the immense area compmsxnv the Western Hemis-
phere. It is obvmus, of course, thalt sympathizers
with the totalitarian regimes of Europe are numer-

«
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ous in Latin America, and it would be absurd to
cavil at defense measures which may possibly be
necessary against such elements. Cool analysis of
the situation seems advisable, on the other hand, in

view of recent tendencies by the Roosevelt Adminis-

tration to engage in hemispheric control measures
of the sort which have proved so disastrous within
the United States, during recent years.

A genuine and needed defense barrier agalnst
any possible European aggression in the Western

‘Hemisphere was set up by the United States, last

Monday. A resolution was adopted without a dis-
senting voice, in which territorial changes in this
hemisphere were stated to be repugnant to the
Monroe Doctrine.. The United States Government,
this resolution indicated, would refuse to recognize
a change of sovereignty from one European Power
to another of “any geographic region of the Western
Hemisphere.” The parlous position of France, which
holds a number of areas on and contiguous to the
American mainland, made such a resolution advis-
able, for it is quite conceivable that German and
Italian demands on defeated France might include
The State-
Department, acting with commendable promptness,
notified the German and Italian Governments on
Wednesday of the opposition in the United States
to any transfer of Western hemisphere possessions.
The British, French and Netherlands Governments
received similar notifications on the same day. - Al-
though the German Chancellor, Adolph Hitler, re-
cently was reported as dismissing fears of Nazi
moves in the Americas as “grotesque,” the Ameri-
can precaution against totalitarian encroachments
seems well advised.

Fresh light has been thrown, on the other hand,
on the apparent intentions of the Roosevelt Admin-
istration with respect to the trade and economic
arrangements of the Latin American area, and this
aspect of the matter is perturbing. Washington
dispatches of last Monday suggested that a virtual
economic union of the United States and its “Good
Neighbors” in Latin America is projected, with the
aim of preventing German Nazi business penetra-
tion of the area south of the Rio Grande. A plan
is under formulation, it is stated, for a new agency
of the United States Government, to be known as
the Inter-American Export Corp., which is to con-
trol all Latin American trade with Europe and pos-
sibly with some other regions, as well. This corpo-
ration would have a capital of $2,000,000,000, to be
supplied by the United States, and the intent would
be to regulate Latin American trade so that the
Germans and Italians may not exert domination.
A new conference of all the American republics was
projected in Washington, Wednesday, with the in-
tention of fostering both political and economic
unity. Havana is tentatively indicated as the seat
of the conference which, in view of the manifest
tendency of the New Deal to engage in foreign as
well as domestic boondoggling, will deserve the

 closest attention of all citizens.

European Shadows

EEP and gloomy shadows again were cast ’ths
week by world-shaking events in Europe,
where France found it necessary to capitulate as the
German Nazi hordes rushed swiftly through the
country, and preparations were rushed for what is
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expected to be a still greater struggle for the United
Kingdom and the British Empire. France found it
necessary to ask the German conquerors for “an
honorable peace” last Monday, and only sporadic
resistance was made by the valiant French army
thereafter to the Reich troops. In effect, the leaders
of the French forces admitted that they were no
longer able to resist the invasion. This action, of
course, changed the military and diplomatic picture
drastically, since it meant that England would have
to stand alone, while the Germans were augmented
by the Italian strength. The British Government
promptly served notice that it fully intended to con-
tinue the struggle to a successful conclusion, regard-
less of the dreadful setback implied by the French
surrender. Heavy airplane bombing attacks were
launched by the British against German military
and industrial centers, and the Reich air force began
to counter in massed attacks on Great Britain. All
the indications thus pointed to a still greater inten-
sification of the dreadful struggle beween the‘prin-
cipal antagonists.

Numerous and complicated questions promptly
were raised by the French capitulation before the
advancing troops of the Nazi Reich. The dispo-
sition of the French navy was among the most prom-
inent of these, for it was not supposed that the great
fleet would surrender to the Germans, even though
a demand for such a surrender was regarded as a
matter of course. The French air fleet was also
in question, especially when it appeared that large
squadron flights to North Africa were in progress.
Clearly enough, the British defense would be far
easier if French battleships were to join the Eng-
lish forces. The problem of the French colonies
received a good deal of attention, as did the sizable
land force the French concentrated in the Near East
soon after the great war began. Answers to these
and many other problems may take some time to
develop. Meanwhile, the French Government and
people waited calmly for word of the terms which
Chancellor Hitler and Premier Mussolini decided,
in a meeting at Munich, on Tuesday, to offer the
French. The French resignation to what seemed
the inevitable was not echoed in England, however,
notwithstanding the tremendous problems now fac-
ing Great Britain. The Italians were given a taste
of the war their Government entered by means of
extensive airplane bombing of troop concentrations
and industrial cities. Clashes between Allied and
Ttalian forces were reported from a number of
African points. :

Nor was the spread of the war confined to the
Anglo-French Allies and the Berlin-Rome axis.

The Russian authorities apparently decided that the .

moment was opportune for fresh encroachments in
the Baltic area, and troops were poured by Moscow
into Lithuania, Estonia and Latvia. Whether or
not this was done with German acquiescence is not
clear, 'The question is a highly important one, since
the future relations of Berlin and Moscow well may
be determined thereby. Spain regarded the oppor-
tunity suitable for a virtual seizure of Tangier, on
the African side of the Gibraltar passage through
the Mediterranean, and virtual notice thus was
given of the Spanish intention to gain control over
Gibraltar itself, if a fascist victory makes that
possible. In the Far East, Japan finally was able
to make effective its demands for a cessation of mu-
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nitions transport to the Chinese through Indo-
China. These incidents must be regarded as only
the beginnings of that reshaping of the world which
a Nazi-Fascist victory necessarily would entail, to
the distress of almost all of mankind. The British
determination to continue fighting means that the
steps are only tentative, in most instances, and sub-
ject to that final determination which the eventual
outcome of the war will dicate. For the time being
all of Continental Europe is under the heels of the
totalitarian regimes, and it is bitterly obvious that
a different world will emerge no matter who wins in
the end, or what forces still may be brought to bear
in the great conflict.

France Sues for Peace

RANCE proved last Monday to be the ninth in
the chain 0f countries overwhelmed in recent
years by German Nazi wiles or forces, for a petition
for “an honorable peace” was dispatched on that
day to Berlin by a military regime hastily consti-
tuted for the purpose. The fall of France occa-
sioned a pall of gloom in all countries but Germany
and Italy. The decision of the French was not un-
expected, however, in view of the surrender of the
French capital on June 14. It appeared over the
last week-end that the French forces were unable to
cope with the mechanized might and the airplane
raids of the Germans. Not all the reasons for this
situation have so far been disclosed, and it is quite
likely that historians will dispute about the factors
during many years to come. The essential fact is
that France, weakened internally by long political
disputes, and lulled by a false sense of security
through possession of the Maginot line, was left by
the fortunes of war to fight virtually alone against
a well-prepared enemy of far greater strength.
Though well-trained and valiant, the French were
unable to rely upon British land assistance of any
consequence. Terrible mistakes made by the Allies
as the Germans stormed through Holland and Bel-
gium came home to roost. The French went down
with their soldiers fighting grimly, and no criticism
can ever be leveled against their fighting spirit.
After the fall of Paris on June 14, the German *
forces stormed onward through France, and the in-

“evitable collapse of the French resistance became

clear over the last week-end. So deep was the Nazi
peretration of France by last Saturday that the
great Western bastions of the Maginot line began
to fall. Verdun, where hundreds of thousands died
in the first World War, succumbed to the Reich
troops on that day, and the flanking movement pro-
ceeded so swiftly that troops were withdrawn
steadily and progressively from the remaining great
fortresses of the Maginot line. Sodth of Paris the
German mechanized units plunged ever deeper into
the heart of France. Along the English Channel
they made further progress. The Allied hope that
sheer weariness would necessitate a halt of the Ger-
mans was disappointed, and the Nazis likewise were
able to continue the communications and supplies.
for their advanced forces. The temporary capital
of Tours had to be abandoned for Bordeaux, owing
to heavy bombing attacks and a swift rush of the
Germans toward the banks'of the Loire. There were
some reports that the Italians had started opera-
tions against the French Province of Savoy, and
more authoritative accounts of Italian airplane

A
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bombings of Mediterranean points in France. It

was the German incursion, however, that defeated
France and made necessary the next parlous steps
for the French authorities.

From Bordeaux, last Sunday, came reports of a
bitter debate in the highest French official and
military circles regarding the position and the re-
quirements of the situation. The result of this de-
bate was the fall of the Cabinet headed by Premier
Paul Reynaud, which took command only a month
earlier and which promised the salvation of the re-
public. It was recalled ominously that Premier
Reynaud had asserted he would resign rather than
submit to the enemy, and it soon appeared that
nothing less than submission to the Germans was
implied by his resignation. Marshal Henri Petain,
the 84-year-old hero of the first World War, was
appointed Premier by President Albert Lebrun, and
on Monday the fateful plea for peace was sent to the
Reich by that warrior. “We are ready,” he informed
the Germans, “to lay down our arms if we can get
an honorable peace.” The French people were in-
formed of this move by the new Foreign Minister,
Paul Baudouin, who declared that France never
would accept shameful conditions which would
mean the end of the spiritual freedom of the French.
The peace plea was sent to Germany through the
good offices of the Spanish Government, and the
Rome-Berlin axis Powers promptly acted to con-
sider terms and conditions. While these matters
were under consideration the Germans drove stead-
ily on through France, and they were able yesterday
to claim the occupation of half the country.

The military advance of the Germans is a chap-
ter in itself, of which only a bare summary here
can be given. It is apparent that General Petain
found it necessary to withdraw from the Maginot de-
fenses all but a skeleton force, over the last week-
end, owing to the flanking threat of the Germans.
The invaders promptly realized the position and not
only stormed the Western bastions of the $500,-
000,000 Maginot defenses, but also sent forces
across the Rhine at various points, seeking to find
weak spots. They found a relatively undefended
area near Neu Brisach, and spread fanwise through
the breach, taking fort after fort. Strashourg, Metz
and other cities fell rapidly to the Germans, who ad-
vanced from the West until they actually touched
the Swiss border-behind the Maginot defenses by

Wednesday, hemming in important French forces. -

An army of 50,000 French soldiers crossed into
Switzerland on Thursday and submitted to intern-
ment rather than continue the unequal struggle.
In Central France the invaders carried the fight
south of the Loire River. On the coast their forces
took ' Cherbourg; Tuesday, and advanced to Brest
only two days later. Several British divisions were
evacuated in the course of the.week, with French-
men watching quietly and almost sullenly as their
Allies embarked. = The British air force bombed the
German forces and communications incessantly, but
the Nazi advance continued. The defending French
forces were separated by the Germans, and although
organization was well maintained by the weary de-
fenders, inadequate communications and supplies
made continued retreat necessary.

Some last-gasp efforts were made by the British

to hold their defeated French Ally in,line. London -

announced last Monday a proposal for a virtual
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union of the British and French peoples, with for-
mal association of the Parliaments as a single war
Cabinet. Prime Minister Winston Churchill de-
clared in a speech on Tuesday that he could mnot
release France from her pledge never to make peace
separately. He urged the French to continue the
struggle, and asserted that Great Britain will fight
on and on. But even as these efforts were being
made, Chanhellor Hitler and Premier Mussolini met :
in Munich to weigh the French appeal and deter-
mine the harsh terms that France would be asked to
meet. The Italian Premier journeyed to the Nazi
center in a special train and conferred for four
hours with Herr Hitler. That France would be
asked to surrender unconditionally was taken for
A little surprise was
caused on Wednesday, however, when it appeared
that Herr Hitler would submit terms alone to
France, thus relegating his Rome partner into the
background. = French plenipotentiaries yesterday
flew to Compiegne to hear the Nazi decision, that
French town being selected by Herr Hitler with
obvious reference to the German capitulation at the
same spot in 1918. 'While the German terms were
awaited, Marshal Petain ordered his soldiers to
fight on, but it became ever clearer during the week
that the French capacity to resist was waning and
that almost any terms would have to be accepted.
Great crowds of refugees clogged the roads and
added to the confusion. There were rumors that
even Bordeaux might have to be abandoned by the
French Government. 1

A group of French plenipotentiaries finally met
Chancellor Hitler and his aides yesterday, to dis-
cuss terms of the French capitulation. The victori-
ous Germans selected for this meeting the railway
car in which they themselves heard the French de-
cision on an armistice in 1918, This car is reported
to have been transported to precisely the spot in
the (Compiegne Forest where Marshal Foch received
the Germans in 1918, and aspects of the ceremony
yesterday were managed with that circumstance in
mind. Three leading stipulations were made by the
Nazis yesterday, in a preamble to the terms. These
are cessation of the war in France, guaranties which
the Germans consider necessary in the prosecution
of the war against Great Britain, and an eventual
general settlement intended to “right the wrongs
done to the German Reich by force.” The preamble
began with a statement that German arms were
laid down in 1918 in reliance upon assurances given
by President Wilson and confirmed by the Allies.
But “dishonor and humiliation” followed, accord-
ing to the Nazi statement. In the current situa-
tion the Germans indicated their intention of wip-
ing out the previous “injustices,” but they denied
any intention of naming conditions that would be
dishonorable to the French. Ranged with Chancel-
lor Hitler were Field Marshal Hermann Goering,
Foreign Minister Joachim von Ribbentrop, General
Wilhelm Keitel, Admiral Erich Raeder, and Rudolf
Hess. The French negotiators were General Charles
Huntzinger, Admiral Maurice Athanase leLuc, Gen-
eral Jean Marie Joseph Bergeret, and Leon Noel.

Britain Px’-épares
ITH characteristic doggedness and determina-
tion, Prime Minister Winston Churchill
made it clear this week that the end of the Battle’

A
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of France would only mean the beginning of the
Battle of Great Britain, and he assured his coun-
trymen that the struggle would be carried to a suc-
cessful conclusion, regardless of the cost or the
length of the war. The gravity of the British po-
gition is undeniable, now that half of France has
been overrun by the German Nazis and ports thus
made available for submarine and other operations
against the vulnerable British Isles. Earnest
efforts were made to hold France in line and con-
_ tinue the fight on the Continent, rather than on
British soil, but troops could not be transferred
quickly enough for this purpose, even though all
available resources were promised the French and
many thousands of British troops actually were dis-
patched to France. As the French defense weak-
ened the Germans and Italians obviously were mov-
ing to carry the war to Great Britain. Submarine
activity increased, and airplane bombing of British
military and industrial centers began in deadly
earnest.” The first really important German air raid
against Great Britain was carried out late Wednes-
day and early Thursday, and each night thereafter
saw additional squadrons of Reich airplanes over
English towns and fortresses. Whether the Ger-
mang intend to invade England directly or merely
propose to turn the blockade against the United
Kingdom is not yet clear. That Great Britain will
next bear the brunt of the Nazi onslaught is obvi-
ous, however, and preparations were rushed in Eng-
land for defense against the Nazi invaders.

Prime Minister Winston Churchill made the Brit-
ish situation partially clear on Tuesday, in the
course of a remarkable speech before the House of

He indicated that Great

Commons, in London.
- Britain had not found it possible to release France
from her obligation to fight and refrain from mak-
ing a separate peace. But he also accepted the reali-
ties of the situation and informed the Commons that
QGreat Britain' soon may find it necessary to fight

gingle-handed against the Nazi hordes. In the re-
cent fighting in France, only three British divisions
were able to stand beside their French comrades,
gaid Mr. Churchill, who sketched briefly the events
gince the withdrawal from Flanders of the main
British Expeditionary Force. He pleaded for amity
“in internal affairs, remarking that if Great Britain
quarrels about the past and the present, she will
lose the future. “The battle of France is over,” Mr.
Churchill declared. “The battle of Great Britain is
about to begin. On this battle depends the sur-
vival of Christian civilization. Upon it depends our
own British life and the long continuity of our in-
stitutions and our Empire. The whole fury and
might of the enemy must very soon be turned upon
us. Herr Hitler knows he will have to break us in
this island or lose the war.” There are good and
reasonable hopes of final victory, said the Prime
Minister, who expressed the invincible resolve of the
people and the Empire to continue the conflict.
The restoration of all the nations subjugated by the
Germans was promised by Mr. Churchill.
~ Much was made by the British Prime Minister of
the obviously great fighting qualities of the British
Navy, but he refrained from any mention of the
possibility of a German submarine and aerial block-
ade which may well prove more serious than the
similar Reich efforts during the first World War.
That such a German blockade attempt impends was

5
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made clear this week, when the Nazis began to bomb
British centers. Several large attacks were carried
out, and British airplanes at the same time con-
tinued their raids against German centers. Only
objectives of military and industrial importance so
far have been reported as targets for the aerial
bombardments, but a good deal of uneasiness pre-
vails as to the potential extent of the bombings.
The British East Coast was ordered evacuated on
Thursday, and children were sent away from Lon-
don and in many cases abroad. The aerial warfare
which Great Britain began against the Reich was
viewed in Berlin as the beginning of an unrestricted
campaign, involving the total air strength of the
two countries. Since Great Britain is far more vul-
nerable than Germany to such attacks, the prospects
were regarded by neutral experts as none too favor-
able for the United Kingdom. The important
Ttalian air force is aligned against Great Britain,
and doubtless will exert a degree of influence on the
fighting. On the border of Egypt and in the Red
Sea area clashes between British and Italian air-
men already have been reported.

Baltic States

AKING advantage of the war developments

which are occupying Western Europe to the
full, Soviet Russian authorities moved over the last
week-end to consolidate their military hold upon the
small Baltic States-of Lithuania, Latvia and Estonia.
The Russians already had gained important conces-
sions from all these countries before the Finnish re-
sistance ‘to similar demands precipitated the war
between Moscow and Helsinki. Military bases on
the Baltic Sea were made available to the Red Army
and Navy, obviously in accordance with previous -
arrangements that Moscow had made with Berlin.

“The latest moves, on the other hand, are reported in

Berlin~ dispatches to have irritated the German
authorities, and a good deal of conjecture has been
aroused as to the aims of the Russians and the pos-
sible counter-measures that the German Government
may take. Some reports suggest a falling out between
the Germans and Russian on this matter. But all
reports must be regarded cautiously and skeptically,
for the essential fact is not to be ignored that Russia
apparently is counseling Turkey to remain aloof from
the European war and avoid the aid to the Allies
which the Ankara Government pledged some months
ago. If the Russians entertained any desire to em-
barrass the Reich, encouragement, of Turkish partici-
pation in the great European conflict would seem
to offer a direct avenue, and a less dangerous one
than encroachments on immediate neighbors of the
powerful Reich. The ways of Moscow are devious,
however, and the full disclosure of intentions may
alter the apparent picture. "
Kaunas dispatches made it known, last Saturday,
that the Lithuanian Government had received an
ultimatum from Moscow which the Lithuanians ac-
cepted, even though it meant the entry of additional
Russian troops and a change of government. Premier
Antonas Merkys resigned, in accordance with the
Russian demands. But the Russians nevertheless
moved important forces into Lithuania. Latvia and
Estonia were served last Sunday with similar ulti-
mata, with much the same results. The bewilder-
ment of the Baltic States is illustrated by news that
President Antanas Smetona, of Lithuania, had fled
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to Germany and there been interned. Important
Russian concentrations of tanks and other motorized
equipment were said to have been established on
the German border, and some Moscow dispatches
said that the Russian moves were due to “alarm”
over the rapid German advances in the. Western
European battlefields. This explanation hardly seems
adequate in view of the Russian silence while the issue
still was undecided in Northern France.
sian step seems more probably to have been taken
with German approval, for the collapse of French
resistance will make it possible for the Reich to
concentrate on other areas, if such is the desire of
the German military leaders. But Berlin dispatches
which were permitted to pass the censors stated that
the Germans were ‘‘angered’”’ at the opportunistic
advance of the Russians in the Baltic area, and it
was hinted broadly that reprisals might develop in
the future. The Germans were said to be moving
troops to the East Prussian border of Lithuania. No
conflict of any sort is reported on the border in
Poland between the Germans and Russians, and this
adds to the obscurity of the problem. ~Although the
military developments are well established, it appears
that some clarification of the diplomatic aspects is
required for a proper understanding of the incidents.

Spain Takes a Hand
HEN Paris fell and France lay prostrate, the
Spanish Fascist regime headed by General
Francisco Franco decided to play a part in the
tremendous drama that is being unfolded in Europe.
Late on June 14 the legions of the Spanish Govern-
ment occupied the international zone at Tangier,
in Morocco, for the alleged purpose of guaranteeing
~ the “neutrality” of the zone. This action was quite
generally regarded as merely a preliminary step to
claims by Nationalist Spain for the British base at
Gibraltar, and for territorial concessions on the
African coast of the Mediterranean and the Atlantic.
Madrid endeavored to justify the move as a per-
mitted arrangement under an agreement made in
1928, but the simple fact remains that the neu-
trality of Tangiers was not threatened and could
best be preserved by continuing the international
control. In the course of the current week, Spanish
authorities abandoned their pretensions and made
it* clear that they expected important territorial
benefits from the peace terms which Germany
intends to impose upon France. An Associated
Press dispatch of Wednesday, from Madrid, stated
that in the view of ‘“responsible quarters,” Spain

will not be merely a go-between in the peace nego-

tiations, but will have a voice in any territorial
realignments. ““The road to empire already laid out
by Spain’s Fascist Government leads first to the

South,” according to this report, which adds that *

the German and Italian dictators have pledged
Spain a voice in the settlement.

Balkan States and Turkey

OLITICAL and military realities cannot be
neglected by the countries in the vast area of

the Danube and Eastern Asia, and it is hardly a
matter of surprise that the Balkan States and Turkey
are endeavoring rather frantically to adjust them-
selves to the new situation in Europe created by the
German Nazi victories and the Italian participation
in the war. Some of these countries, such as Hungary
and Bulgaria, can be considered in any event ag

"
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potential Allies of the fascist regimes. The Yugosla-~
vian Government is reported currently to be seeking
a genuinely neutral course, although the German
successes are making the effort difficult. In Rumania
which is threatened by Russian, Hungarian and
Bulgarian demands, King Carol seems determined
to play a shrewd game of slow concessions to the
fascists, possibly with the idea of gaining time and a
better view of the possible outcome of the struggle
between the Western Powers. Pro-Nazi leaders in
Rumania are being treated with increasing respect,
and there is no longer much talk about the alliance
with Britain and France. Turkey remains on the
sidelines of the European conflict, notwithstanding
the Ankara pledge of assistance for Britain and
France. The attitude of Russia is said now to be
indicative for the Turks, since effectual aid from
France cannot be expected and Britain is threatened
with invasion. A remaking of the Eastern European
map seems inevitable in-the light of recent develop-
ments, and the decisions will furnish a better clue
to the actual intentions of the great Powers than any
rumors that the Power may circulate for one reason
or another.
Far East

NTERNATIONAL developments in the Far _East
“reflected accurately, this week, the rapid changes
in European affairs. The Japanese authorities en-
deavored to profit' from the defeat of France, and
actually gained some concessions. It is reasonable
to suppose, however, that the powerful influence of
the United States held the Japanese in check, and
further developments doubtless will suggest this
factor. The undeclared war being waged by Japan
against China remains the primary consideration in
Far Eastern affairs. Both sides claimed progress in
this conflict, during the current week, which sug-
gests that honors were about even. The future of
French Indo-China séemed to be in question, when
the French Government capitulated to the German
Nazis, and the first impression conveyed by the
Tokio Foreign Office was one of indifference to the
fate of Indo-China. But the French Administrators
were induced on Thursday to halt traffic to Chinese
interior points, possibly in return for a Japanese
pledge against changes in sovereingty. British
authorities apparently decided that pacific relations
with the Japanese are advisable in the current hour
of British travail, for an agreement was announced
at Tokio Wednesday, whereunder Japanese restric-
tions against the British concession at Tientsin were
relaxed. The status of the Netherlands East Indies
remains under debate, but no action so far has been
taken which might compromise the posxtxon of the
great island cham

Foreign Money Rates

IN LONDON open market discount rates for short

bills on Friday were 1 1-329%,, as against 1 1-329,
on Friday of last week, and 1 1-32@1 1-16%, for
three-months’ bills, as against 1 1-32@1 1-169, on.
Friday of last week. Money on call at London on
Friday was 1%.

Discount Rates of Foreign Central Banks

HERE have been no changes during the week in

the discount rates of any of the foreign central

banks. Present rates at the leading centefs are
*shown in the table which follows:
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Rate in
Effect
June 2l

Ratein
Effect
Junel| Effective
3% |Mar, 11936
2 |Jan. 51940
Aug. 15 1935
Mar, 11 1935
Dec. 16 1936
July 18 1933
Jan. 11936
Jan, 2 1937
X May 22 1940
June 30 1932
England... Oct. 26 1939
Estonia.... 11935
Finland...-
France ...
Germany ..
Greece ...

* Not officially confirmed.

Bank of England Statement
HE statement for the week ended June 19 shows
a further expansion of £10,686,000 in note circu-
lation raising the total to £589,051,000, a new peak,
and the fourth established in as many weeks, Since
May 22 circulation has increased no less than £42,-
554,000. A year ago currency outstanding totaled
£494,671,309. The Bank’s nominal gold holdings de-
creased in the latest statement week £37,849 and
there was therefore a total reduction of £10,724,000
in reserves. Public deposits rose £386,000 and other
deposits fell off £918166. The latter consist of
bankers accounts which increased £569,375 and other
accounts which decreased £1,487,541. Government
securities rose £6,575,000 and other securities,
£3,630,423. Other securities comprise discounts and
advances which fell off £351,994 and securities which
increased £3,982,417. The reserve proportion dropped
to 22.9% from 28.6% a week ago. The Bank rate
remains 2%. Following is a comparison of the dif-
ferent items for several years:
. BANK OF ENGLAND'S COMPARATIVE STATEMENT

Date
Effective

Aug. 29 1939
Aug. 29 1935
Nov, 28 1935
May 18 1936
Apr. 71936
Jan. 14 1937

Date Country

Country

Holland ...

Argentina..
Hungary...

Belglum... .
Bulgarla
Canada.
Chile
Colombla..
Czechoslo~
vakla. ...

>

RN

NOrway w..
Poland. ...
Portugal ...
Rumania ..
South Africa
Spain

Sweden.....
Switzerland
‘Yugoslavia.

Sept. 22 1939
Dee. 17 1937
Aug. 11 1937
May 51938
May 15 1933
Mar, 29 1939
May 17 1940
Nov, 26 1936
Feb. 11935

REXR XXR

RN O N

WRNBRWENRE GBI 1N
DWW B T T D s

AN

June 19, June 21, June 22, June 23,
1940 1939 1938

June 24,
1937 3

Circulation
Public deposits
Other deposits
Bankers' accoun

£ £ £ £ £
5%9,051 ,000(494,671,300483,272,230 183,719,372|434,789,125

,277,000| 25,236,729| 21,656,143' 15,458,991 20,048,771
150,600,052(133,362,961|140,819,459 132,173,025|128,195,705
103,727,407 105.512.704| 04,987,464| 90,822,163

36,127,762| 35,306,755 37,185,661| 37,373,542
112,631,164/110,176,164| 98,027,632} 99,603,310
31,683,136| 26,127,263 23,933,706| 24,095,564

6,485,199 5,500,188 3,756,142
25,197,937| 20,627,075 20,177,564
42,661,000| 32,197,849| 44,052,999| 43,588,838
1,712,044/226,869,1568|327,325,229,327,308,210

22.9% 20.3% 27.10% 29.50% 28.60%
2% 2% To 2% 2%
168s. 1483, 5d. !84s. 1134d.'84s. 1134d.I84s. 11}4d.

Govt. securities. .

Other securities
Disc’t & advances..
Securities

Reserve no

Coin and bullfon. ...

Proportion of reserve
to liabilities

Bank rate.

Gold val. per fine 0z..

Bank of France Statement

UR regular weekly cables from Europe have

omitted the figures of the Bank of France both

this week and last, from which we are obliged to con-

clude that no statements have been issued by the

Bank. The chaotic conditions prevailing in that

country are, of course, ample reason for the state-
ment to have been withheld.

Bank of Germany Statement

HE Bank’s quarter-month statements dated
. June 15 showed total notes in circulation at
12,137,050,000 marks, a decline of 216,509,000
marks in the quarter, compared with the record
high, 12,594,182,000 marks May 31 and 7,998,
140,000 marks a year ago. A loss also appeared in
bills of exchange andfchecks of 419,448,000 marks,
in investments of 67,935,000 marks, in other assets
of 1,485,000 marks, and in other daily maturing
obligations of 9,991,000 marks. Gold holdings rose
109,000 marks to a total of 77,714,000 marks, com-
pared with 7,998,000 marks a year ago. The pro-
portion of gold to note circulation is now 0.649,;
-Jast year it was 0.96%. Below we show the various
items with comparisons for previous years:

\
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REICHSBANK'S COMPARATIVE STATEMENT

Changes

Jor Week June 15, 1940 |June 15, 1939|June 15,1938

Reichsmarks

h ks {ch ks
77,714,000, 70,772,000/ 70,773,000
a 10,572,000| 20,333,000
a 5,973,000 5,749,000
11,940,212,000(7,515,277,000|5,387,477,000
484,763,000 189,859,000\ 227,880,000
22,593,000  44,903,000( 64,722,000
—67,935,000| 116,057,000|1,204,483,000| 844,884,000
—1,485,000| 1,385,976,000(1,155,733,000/1,170,116,000
—216,509,000(12,137,050,000|7,998,140,000|5,845,036,000
—9,991,000| 1,422,049,000 925,273,000/1,009,915,000
¢567,718.000| 599,145,000 252,208,000

Propor. of gold & for'n

curr, to note circul'n 0.64% 0.96% 1.30%

a “Reserves in forelgn currency” and “Deposits abroad’ are included in “Gold
coin and bullion.” ¢ Figures as of May 23, 1940.

New York Money Market
ONLY market dealings in New York were dull
and routine this week, with rates unchanged
in all departments. Increase of the flow of gold
toward the United States appears to make less
likely than ever a reversal of the extreme easy
money policy. Bankers’ bills and commercial paper
remained scarce. The Treasury sold on Monday its
usual issue of $100,000,000 discount bills due in 91
days, with awards at 0.0959% average discount, com-
puted on an annual bank discount basis. Call loans
on the New York Stock Exchange were at 1% for
all transactions, while time loans again were 114 %
for maturities to 90 days, and 1%4% for four to six
months’ datings. '

Assels—

Gold and bulllon.

Of which dep. abr'd.
Res. in for'n currency -
Bills of exch. & checks_
Silver and other coln_.

Notes in circulation....
Oth. daily mat. oblig...
Other liabllities

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 1% was the
ruling quotation all through the week for both new
loans and renewals. The market for time money
continues quiet. Rates continued nominal at 124%
up to 90 days and 124% for four to six months’
maturities. The market for prime commercial paper
continued quiet this week. The demand has fallen
off somewhat and the supply of paper has been very
light. Ruling rates are 4@1% for all maturities.

Bankers’ Acceptances

HE market for prime bankers’ acceptances has
been very quiet this week. Prime bills have

been in poor supply and the volume of business has

been very small. Dealers’ fates as reported by the
Tederal Reserve Bank of New York for bills up to and
including 90 days are 4% bid and 7-169, asked;
for bills running for four months 9-16% bid and
149, asked; for five and six months, 24% bid and
9-169, asked. The bill-buying rate of the New York
Reserve Bank is 149 for bills running from 1 to
90 days.

Discount Rates of the Federal Reserve Banks
HERE have been no changes this week in the
rediscount rates of the Federal Reserve banks;
recent advances on Government obligations are shown
in the footnote to the table. The following is the
schedule of rates now in effect for the various classes
of paper at the different Reserve banks:

DISCOUNT RATES OF FEDERAL RESERVE BANKS

Rate in
Effect on
June 21

Federal Reserve Bank Date
Established
Sept. 1, 1939
Aug. 27, 1937
Sept. 4, 1937
May 11, 1935

Philadelphia.
gl.egelaud__-

ok ko ek et

RRRRRRRRR

Atlanta,
Chicago....
8t. Louls.

* %
P ek ok P et

Sept. 2,

Aug. 24, 1937
Sept. 3, 1937
Dall; Aug. 31,'1937
San Francisco Sept. 3, 1937 ;

* Advances on Government obligations bear a rate of 1%, effective Sept. 1, 1939,
Chicago; Sept. 16, 1939, Atlanta, Kansas City and Dallas; Sept. 21, 1939, 3t. Louls.

» ®
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Course of Sterling Exchange
HE foreign exchange situation, which has been
demoralized since the beginning of the war last
September, has suffered even greater disruption by
reason of Italy’s entrance into the war on June 10
and the French military catastrophe beginning with
the surrender of Paris on June 15. A contributing.
factor was the virtual elimination of the French
franc in both the London and New York markets
after June 15. The London authorities have made
renewed efforts to strengthen and establish the
official rates of the Bank of England for the pound.
The combined effect of these events and circumstances
has been to reduce activity and interest in all foreign
currencies in the New York market. On June 17
dealings in French francs were suspended in London
and New York.

Other official rates quoted by the Bank of England
continue as follows: New York, 4.0214-4.031%;
Canada, 4.43-4.47; Australia, 3.2150—3.2280; New
Zealand, 3.2280-3.2442. Exchange on Berlin, Czech-
oslovakia, Poland, Denmark, Holland, Belgium and
Italy is not quoted in London.

On June 17 President Roosevelt signed documents
freezing French credits and capital in the United
States. The action, similar to that taken with
respect to assets of other countries invaded by Ger-
many was designed to prevent the marketing of such
wealth. Washington officials estimated that France
had more than $1,100,000,000 of gold, cash and
securities in the United States. The French Govern-
ment and French citizens were believed to have had
on hand in the United States approximately $600,-
000,000 in cash and securities exclusive of gold held
under earmark-for French account. The earmarked
gold is believed to have amounted to about $500,-
000,000 of the total of $1,700,000,000. The exact
amount of gold held under earmark for any govern-
ment is never disclosed by the Federal Reserve Bank.

The total French gold reserves were estimated by
the Federal Reserve Board before the German march
on Paris at around $2,000,000,000. A large part of
the French gold is thought to have been transferred
to London from time to time since September.

In keeping with the American action in freezing
the French assets, the British Treasury announced
on June 18 that as a precautionary measure and until
further notice no withdrawals from French accounts
in England will be allowed.

On June 17 the British Treasury announced that
for the present permission has been suspended for
the transfer either abroad or between British na-
tionals of foreign currencies and of securities of the
United States, Canada, Argentina, Belgium, France,
Holland and Dutch East Indies, Norway, Sweden,
and Switzerland. Before the issuance of this order
sales abroad of securities of these countries held by
residents in Britain or transferred from one resident
to another were /permitted under license providing
~ that whatever foreign exchange was acquired be
turned over to the Bank of England, which made
compensation in’sterling.

The British authorities on June 8, it will be re-
called, entered into an agreement whereby the United
Kingdom, France, and Belgium were to regulate
mutual financial relations of the- three countries.
This new agreement was based upon the Franco-
British arrangement concluded last year. It is
- understood that a few days after June 8 the Dutch
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authorities resident in London likewise signed the
accord. With the collapse of French resistance the
agreement. became inoperative. The Anglo-French
financial accord upon which the June 8 agreement was
based has likewise practically ceased to function.

The tripartite currency agreement between Great
Britain, France, and the United States has also become
ineffective. When asked on June 17 whether the
tripartite currency agreement was still in operation,
Secretary of the Treasury Morgenthau said that he
was disinclined to give an offhand reply. ,Of the
subsequent signatories to the tripartite agreement
only Switzerland remains, Belgium and the Nether-
lands having been invaded.

The Anglo-French arrangements for a united pur-
chasing agency in New York have likewise been dis-
rupted by the French military collapse. A few hours
before the issuance of President Roosevelt’s order
freezing French funds in this country, according to
reports in foreign exchange circles, the French pur-
chasing mission turned over to Arthur Purvis, head
of the British mission, a check for $620,000,000,
respresenting cash available for payment on commit-
ments already made by French officials for war
materials which England will take over from Ameri-
can manufacturers. = That the French war orders
placed in this country would be taken over by the
British was confirmed by Secretary Morgenthau on
June 17,

Nothing better illustrates the demoralization of the
foreign exchange market than the fact that future
exchange is no longer quoted in London, while sterling
futures have been suspended in New York since
Friday of last week. The free market in foreign
exchange has diminished sharply and what little
business is done is confined to sterling. The British
authorities have largely succeeded in effecting the
virtual elimination of the free market. ,

On June 19 the London foreign exchange authori-
ties announced that pre-war sterling balances held in
Great Britain can no longer be converted into dollars
at the official rate. This means that those still
having sterling balances must spend them in Great
Britain or sell them at the open market rate for
sterling.

The United States gold stock increased by $342,-
000,000 on the week ended June 19, the largest
weekly increase ever recorded except in the first
week of February, 1934, when the gold reserve was
revalued. The huge increase brought total United
States gold to $19,769,000,000, representing an in-
crease of $3,709,000,000 in the last year. On Wednes-
day a record purchase of $261,000,000 was made.
Though_ no official explanation of the unprecedented

transfer was made, the sale was ascribed by some to
a conversion of gold to satisfy dollar requirements
due to the rapid expansionof British war purchases.
Others thought the sale designed to put French gold
resources out of German reach.

Military developments in Europe appear thus far
to have had no disturbing influence on the London
money market. Clearing banks continue to lend
freely where required. Call money against bills is
unchanged from past weeks at 349 to 19%,. Non-
clearing banks have been freer lenders at the lower
rate. Bill rates are unchanged. Two-months bills
are 1 1-329; three-and four-months bills 1 1-169,
and six-months bills 114%.

The Canadian exchange control reached a decision
on June 19 to exempt United States citizens resident

gitized for FRASER
p:/ffraser.stlouisfed.org/




3878

in Canada from the requirement making it necessary
for foreigners in the Dominion to deliver their foreign
exchange holdings to the Government by June 30.
United States corporations and firms doing business
in Canada are still bound by the regulations. The
relaxation of the rules respecting individuals is
believed to have been made in order not to impede
tourist traffic, which begins with the vacation period.

Canadian exchange can hardly be said to have
reflected the fluctuations in the pound in the last
few weeks. The rate in the free market is on the
whole steady and inclined to firmness, although the
volume of trading is extremely limited. Montreal
exchange this week ranged between a discount of
19 15-169, and a discount of 18%4%.

The amounts of gold imports and exports which
follow are taken form the weekly statement of the
United States Department of Commerce and cover
the week ended June 12, 1940.

GOLD EXPORTS AND IMPORTS, JUNE 6 TO JUNE 12, INCLUSIVE
Imports Ezports
*$2,142,115 $11,302

109,503,894

$111,646,009
Detail of Refined Bullion and Coin Shipments—

Switzerland $66,297

- 97,757,614
B 2,285,764
2,115,314
78,174

540,482
3,399,167
200,620

New Zealand 175,415

Union of South Africa 2,885,047

* Chiefly $262,419 Canada, $266,863 Mexico, $138,657 Venzuelar
$642,468 Philippine Islands, $224,552 British Oceania.

Gold held under earmark at the Federal Reserve banks was increased
during the week ended June 12 by $12,445,655.

The latest monthly report of the Department of Commerce showed hat
$1,268,953,000 gold was held under earmark for foreign account as of
May 31. A

Referring to day-to-day rates sterling exchange on
Saturday last was irregular in reduced trading. The
range was $3.641/@$3.6934 for bankers’ sight and
$3.643/@$3.7014 for cable transfers.” On Monday
free market sterling was $3.6014@$3.69 for bankers’
sight and $3.603{/@$3.691% for cable transfers. On
Tuesday trading was irregular and limited. Bankers’
sight was $3.61@$3.6414; cable transfers $3.6125@
$3.65. On Wednesday the range was $3.5624@
$3.6214 for bankers’ sight and $3.5714@$3.6234 for
cable transfers. On Thursday bankers’ sight was
$3.53@$3.573{ and cable transfers were $3.5312@
$3.5814. On Friday the range was $3.533/@$3.591%
for bankers’ sight and $3.5414/@$3.5934 for cable
transfers. Closing quotations on Friday were $3.591%
for demand and $3.5934 for cable transfers. Com-
mercial sight bills finished at $3.5614, 60-day bills
at $3.5514, 90-day bills unquoted and documents for
payment (60 days) at $3.5514. Cotton and grain for
payment closed at $3.5614.

Continental and Other Foreign Excﬁange

RENCH f{rancs, as noted above, are no longer

quoted in London and New York. Nevertheless,

in both centers occasional transactions are effected

in small amounts derived from uncompleted foreign
exchange business of some months ago.

The Foreign Exchange Committee at New York
informed the market here some days ago that due to
the difficulty of fixing rates for French francs it
recommended that the collecting banks accept dollar
deposits at the rate of 2.29 cents per franc on collec-
tions drawn in French francs for payment in the
United States, subject to adjustment in the rate as
and when the collecting bank is able to fix a definite
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rate and effect remittance. The fact that French
accounts have now been frozen by Presidential proc-
lamation increases or postpones the difficulty of
closing these old accounts.

On June 19 the United States Treasury Depart-
ment exempted from the executive order “freezing”
assets of invaded nations in the United States, all
payments, transfers, and withdrawals on accounts in
American banks by citizens of the United States
domiciled in The Netherlands, East Indies, and West
Indies. At the same time the Treasury permitted
banks to debit accounts of France or its nationals for
any expenses or interest. Similar privileges have been
previously granted respecting accounts of Norway,
Denmark, Belgium, The Netherlands, Luxemburg,

_and their nationals.

London dispat¢hes on June 19 reported that foreign
exchange dealings in French francs in London were
confined largely to the sale to the authorities of a
small amount of French bank notes at the official
rate of 17634 francs to the pound. While theoreti-
cally London business can still be conducted on the
basis of settlement after delivery, the leading banks
are advising their clients not to attempt transactions
pending the clarification of the political situation.

The German currency situation becomes increas-
ingly obscure. The Reichsbank’s last two statements
record successive decreases in circulation. In the
statement for the second quarter of June total cir-
culation stands at 12,137,050,000 marks, against the
May 31 total of 12,594,182,000 marks, which was
the highest since the reorganization of the Gesman
bank and currency in 1924. At the beginning of the
World War the Bank’s circulation was 2,909,422,000
marks and at the end of the conflict in November,
1918 it was 16,959,000,000 marks.

The Reichsbank’s ratio of total gold to notes is
still carried at less than 197, but the statement of
the German bank has not for several years afforded a
true criterion of German gold holdings or note cir-
culation. While the circulation of the Reichsbank

‘has increased about 459, since the middle of August

and is more than twice what it was two years ago,
the Bank’s notes represent only a small part of the
total paper currency now circulating in the Reich, of
which the aggregate amount is never disclosed.
There can be no doubt that the total amount of
paper shoved into circulation is so great that were
the world to return to conditions such as prevailed
prior to June, 1914, and were reorganization of the
banking system consummated as in 1924, such new
currency as might be adopted would exchange on
the basis of a trillion to one.

Swiss francs, which have been steady since last
September at around 22.42, showed remarkable
strength this week when the rate rose on Friday
to 22.65. The firmness in the Swiss quotation is
attributed to a widespread belief that Swiss national
integrity will not be disturbed by the German or
Italian powers.

Swedish kroner continue to be quoted in New York
at from 23.85 to 23.88, but the trading is so limited
that the rate is largely nominal. All the minor
European currencies are also nominal.

o gt
HE London check rate on France which, since
soon after the beginning of the war was offici-
ally fixed by the Bank of England at 176.50-176.75,
ceased to be quoted on Monday, June 17. The last
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quotation in New York was 2.18 (nominal) at noon
on June 15. Berlin marks are not quoted in New
York, nor is exchange on Poland, Czechoslovakia,
Norway, Denmark, Holland, and Belgium. All other
European rates are nominally quoted but no business
is being done even in the Swedish and Swiss units.
Exchange on Finland closed at 2.04 (nominal),
against 2.04 (nominal). Exchange on Bucharest
closed at 0.50 (nominal), against 0.50 (nominal).
Greek exchange closed at 0.70 (nominal), against
0.70 (nominal). ~ Swedish exchange is nominally
quoted at 23.87, against 23.87 (nominal). Swiss
francs are quoted at 22.64 (nominal), against 22.42
(nominal). Spanish pesetas are nominally quoted at
9.25, against 9.25.
ARSI,

XCHANGE on the South American countries is
generally steady with respect to the official
rates, but in the free market the units are inclined

to be irregularly lower. This is especially true of the

Argentine peso.

The Argentine unofficial or free market peso
closed at 22.05@22.20, against 22.00@22.20. Brazi-
lian milreis are quoted at 5.15, against 5.15. Chilean
exchange is nominally quoted at 5.17, against 5.17.
Peru is nominally quoted at 1534, against 1534.

ey S
XCHANGE on the Far Eastern countries is
depressed. The Hongkong, Shanghai, and
Straits remittances seem to be under especial pres-
sure. The Japanese yen continues pegged to the
dollar at the rate of 23.46. Indian rupees are in
effect governed by the London exchange control.

The Indian Government inaugurated new ex-

change regulations which apply to all contracts made
after June 17 with respect to goods shipped after
July 2. These relate especially to export control of
all commodities shipped from India, the United
States, the Philippine Islands, and all territories under
the sovereignty of the United States, and to Switzer-

land. No exports to these countries will be per--

mitted unless the shipper gives the collector of
customs at the port of shipment a declaration, on
the form prescribed by the Reserve Bank of India,
that he is obtaining full foreign exchange value for
the goods under terms of payment approved by the
Bank. .
Closing quotations for yen checks yesterday were
23.45 against 23.45 on Friday of last week. Hongkong
closed at 22.40 against 23.10; Shanghai at 613,
against 614; Manila at 49.85, against 49.85; Singa-
pore at 47%%, against 47%%; Bombay at 30.31, against
30.30; and Calcutta at 30.31, against 30.30.

Gold Bullion in European Banks. ‘

THE following table indicates the amounts of gold

bullion (converted into pounds sterling at the
British statutory rate, 84s. 1114d. per fine ounce)
in the principal European banks as of respective
dates of most recent statements, reported to us by
special cable yesterday (Friday); comparisons are
shown for the corresponding dates in the previous
four years:

1940 1939 1938 1937 | 1936

£
327,308,210
347,631,003

£
327,325,229
293,726,798
000

£ £

*865,781| *129,866,712
242,451,946/ 311,709,194
b3,385,250 3,010,000
©63,667,000| 63,667,000

217,440,000 23,400,
€97,714,000
€132,857,000

£

217,275,747
431,620,883
2,373,100
88,092,000
Italy 42,575,000
Netherlands| 49,069,000
Nat. Belg..
Switzerland.
Sweden....
Denmark. .
NOTWaY - = -

Total week.
Prev. week.

49,303,000
23,983,000
6,540,000 6,553,000
7,442,000 6,604,000

869,552,906(1,030,942,027|1,111.231,363(1,023,104,730
870,111.294'1,029,930.932'1,104,140.9921,022,693.323

* Pursuant to the Currency and Bank Notes Act, 1939, the Bank of Engl' nd
statements for March 1, 1939 and since have carried the gold holdings of the Bank

29,109,000

700,276,977
700,290,667

s
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at the market value current as of the stat date, 1 d of the 'y price
which was formerly the basis of value. On the market price basis (168s. per fine
ounce) the Bank reported holdings of £1,712,044; equivalent, however, to only
about £865,781 at the statutory rate (84s, 11 3d. per fine ounce), according to
our ealoulations, Tn order to make the current figure comparable with former perlods
as well a8 with the figures for other countries in the lati we show

holdings in the above In statutory pounds.

@ Amount beld Dec. 31, 1939, latest figures avallable. b Gold holdings of the
Bank of Germany Include “deposits held abroad” and “reserves in forelgn our-
rencles.” ¢ As of April 30, 1938, latest figure avallable, e Prior to Invasion.

The value of gold held by the Bank of France was revalued with the statement
of the Bank as of March 7, In accordance with the de ree of Feb, 29, 1940, at the
rate of 23.34 mg. gold 0.9 fine equals one franc; prior to the latest revalorization
the value of the Bank's gold holdings was calculated, in accordarce with the decree
of Nov. 13, 1938, at 27.5 mg. gold 0.9 fine per tranc: previously and subsequent
to July 23, 1937, gold in the Bank was valued at 43 mg. gold 0.9 fine per franc;
before then and after Sept. 26, 1936, there were 49 mg. to the franc; prior to Sept.
26, 1936, 65.5 mg. gold 0.9 fine equaled one frane. Taking the pound sterling
at the English statutory rate (7.9881 gr. gold 11-12th fine equals £1 sterling), the
sterling eauivalent of 349 francs gold In the Bank of France I8 now Just about £1;
at 27.5 mg. gold to the franc the rate was about 298 francs to the £1: when there
were 43 mg. gold to the franc the rate was about 190 franes to the £1: when 49 wg.
about 165 francs per £1, when 65.5 mg., about 12 francs equaled £1,

The Republican Convention
Americans intelligently devoted to the ideals of
representative democracy, with personal liberty and
the largest practicable measure of local self-govern-
ment, cannot afford to allow anything that may
happen in Europe next week, and events of tremen-
dous and permanent significance are to be antici-

‘pated there, to prevent according a large share of

attention to what will take place during the same
period in Philadelphia. The Republican National
Convention, which will be called to order in that
city on Monday to designate the candidates to be
supported for the presidency and the vice-presidency
is successor in a long series of voluntary and extra-
legal gatherings, which began with a convehtion
held in Baltimore, on Dec. 12, 1831, by opponents
of the reelection of General Jackson, who was then
seeking his second and final term. They called
themselves Nationdl Republicans, and unanimously
selected Henry Clay and John Sargent as their can-
didates for the first and second offices, thus estab-
lishing a method of nomination so adapted to the
conditions of our politics that it has been adopted
by all parties and has prevailed without many
changes throughout all the subsequent years. In
this extensive and notable series there has been no
single occasion of such overwhelming and deter-
minative importance as that now awaited unless it
may be that historic gathering at Chicago, in 1860,
the seventh year of the existence of the present
Republican party, in which men of wisdom and
patriotic impulses selected Abraham Lincoln as
their candidate and adopted a sound platform
enabling opponents of slavery extension with the
widest possible range of past partisan affiliations
effectively to unite under the banner of the freshly
invigorated party to preserve the Union and to
become the agency for the abolition of human bond-
age within its boundaries.

Neither the exigency nor the opportunity is any
less in 1940 than it was in 1860. Nothing could
possibly be plainer at this moment than that leader-
ship which was reckless, revolutionary and profli-
gate while its attention was concentrated upon do-
mestic affairs, piling one grandoise and extravagant
experimental failure rapidly upon another during
seven years of feverish activity in which it doubled
the ordinary annual expenditures of the Federal
Government and increased the Federal debt to two
and one-half times its former aggregate, is equally
unsound and unworthy of confidence now that it
has become s0 absorbed in the conditions of another
hemisphere as to appear determined that every-
thing in America must be regulated with regard to
happenings across the Atlantic Ocean. Adequate
preparation to meet definsively any aggression from
whatever exterior source is something against which
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ro intelligent citizen of the United States offers any
argument or any objection. Complete, competently
planned and promptly secured preparedness to meet
any attack reasonably conceivable is essentially
requisite, whatever it may cost in cash and comfort,
or sacrifice, and however it may have to be
financed, But the magnitude of the task and the
enormous - sacrifices that it may force upon. the
present generation of producers and its successors
is neither justification for its exaggeration nor for
disregarding questions of cost and of adequate and
sound provision for current liquidation of such cost.
in properly adjusted proportions through taxation
and borrowing. On the contrary, if it be true that
the necessities of the situation are in any degree
comparable with the demands for appropriations
for ships, arms, airplanes, tanks, mechanization,
and men, which follow each other almost daily from
the White House and from the headquarters of the
Army and the Navy, it is more than possible that
the whole defense program might become self-defeat-
ing should there be any omission of cautions and
balanced planning, both in respect of the accumula-
tions of munitions and men, including the training
of the latter, and on the side of finance. This coun-
try, under the relatively brief but sufficiently pro-
longed leadership of President Roosevelt, has been
plunged into a mire of debt and extravagance vastly
augmenting the difficulties of that mobilization of
its resources of men and materials to meet such a
vast and imminent emergency as the Administration
conceives to exist. Under the same leadership there
has been erected an enormous and arrogant bureau-
cracy chiefly functioning in the hindering, hamper-
ing and threatening of the trade and industry of

the people, and a system of taxation which rests-

upon them with a weight largely excessive in rela-
tion to the revenues which it requires out of their
income. Beyond this, and wholly attributable to
the same leadership, is the threatening existence of
an irredeemable currency which, under any sudden
strain from the operations of the Government might
easily, unless sound provision against such a possi-
bility is promptly provided, lead to violent and un-
controlable inflation. Gratuitously and emotion-
ally, the President has made himself the echo,
almost the agent, of warlike propaganda, and has
pursued a course of unmeasured denunciation highly
conducive to war-producing hysteria among the less
stable section of the public.

The Republican party remains in this exigency,
and by reason of the rigor of habitual observance
of our two-party system, the sole available agency
capable of rescuing the Nation from this deplorable
situation and of opening a door to the restoration
of sane and provident government under the Con-
stitution. To that end, should it rise fully to the
occasion and its abounding opportunities, it may
confidently call for the support, precisely as it did
when Abraham Lincoln was chosen to its leadership,
of men of sound perceptions and patriotic purposes
.entirely regardless of the partisan labels which they
formerly have worn. Happily, there is every reason
for anticipating action commenstirate with the
recessities of the time and the responsibilities which
they entail. The exclusive absorption in European
affairs which now pervades Washington and pre-
vents reasonable attention to domestic problems
that have become increasingly urgent by reason of
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the disturbed equilibrium of the exterior world is
not likely to be controlling at Philadelphia. By no
means ignoring foreign conditions affecting and
likely to affect America, or related conditions on
this side of the Atlantic, the pressing need for
wholesome revisions and rectifications in the great
mass of New Deal legislation will unquestionably
be sufficiently recognized. In the choice of the prin-
cipal candidate, there is small opportunity to make
an unhappy selection. Any among those most
prominently mentioned for the nomination could be
supported without hesitation or regret against a
third-term nomination of Franklin D. Roosevelt or
against any of the zealots of revolutionary New
Dealism who has even the smallest chance of nomi-
ration when the what is left of the former Demo-
cratic party, now the New Deal party, convenes at
Chicago to receive, register and echo the will of the
dominating Chief Executive. Whether Thomas E.
Dewey, Robert A. Taft, Arthur H. Vandenberg,
Wendell L. Willkie, or some candidate of compar-
able qualifications not now appearing to be in the
running, shall receive the Republican nomination
he will be entitled to the suffrage and support of
all those voters who have faith in the great and
time-tested principles of government under which
the greatness of America has been achieved.

Is It Our War?

“When the thing that couldn’t]Jhappen has oc-’
curred’”’ on the scale of the European cataclysm, the
emotional shock, even to those far away is great.
When France, as it looks now, has been destroyed
in 47 terrible days, and Great Britain—to so many of
us the strong outer bulwark of our world—has been
placed in grave peril, the emotions aroused become
overwhelming. The fall of these two, comparatively
small, but great nations which have ruled vast, rich
empires scattered over the earth would involve
enormous changes. Change so violent as to assume
the proportions of a world-wide earthquake is most
disturbing, even to those not directly concerned.
The threatened future may not be as black as we
are now pamnt.ng it. Nevertheless, the time has
certainly come for our people to drop all reliance
on emotional urges, wishful thinking and propa-
ganda for formulas in the missionary spirit. These
formulas may be “master words’’ and guiding lights
in our country, but lack validity in strange lands.
The time demands clear, straight realistic thinking
and the.combing out of essential values.

Colonel Lindbergh’s honest attempt to discuss the
fundamentals of the situation, and the wisest -course
for us to follow, does not appear to have had, on the
whole, a favorable press reception here. More
ominous is Senator Pittman’s evasive reply. The
Colonel’s fundamental points were that we should
not enter the European war since we have not made
the necessary preparations, and that our present
course if continued will embroil us therein. The
Senator’s chief points in reply are substantially that
the Colonel is a mere catspaw of advisers who are
playing politics, and that permitting the Allies to
purchase materials here is perfectly legal.

The leopard cannot change its spots, and the
Senator is a politician. Nevertheless, it is deplorable
that a man occupying a key position in.our Gov-
ernment at this time, when we‘are to make decisions
of vital importance to the future of cur people, can

[}
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~bring the charge of playing politics, directly or in’ ’(

directly, in reply to such an earnest, sincere effort
as the Lindbergh address of last Saturday.

The Senator’s other main point requires lengthier
comment.
not obliged to stop the purchase of materials in this
country by Great Britain and France is accurate,
as far as it goes. Its vice, however, is that taken
by itself, as applied to the existing background of
circumstances, it leads to a mi conception on the
part of those unfamiliar with the rules of international
law. The Senator would have been a fairer polemist
if he had stated the apposite rule of international law
somewhat in the following terms: while a neutral
State must abstain from supplying to a belligerent
assistance for the prosecution of war, it is not obliged
to forbid its nationals from engaging in commerce
with the belligerents, subject to the risk of capture
and condemnation of their goods if contraband.
The prohibition applies not only to the neutral
- -Government, but also to its agencies such as our
Export-Import Bank.

So much is clearly established. In applying the
~ rule to modern conditions, some situations do, it is
true, give rise to controversy, owing to the prevalence
of governmental action either in carrying on, or ad-
ministratively controlling or regulating industry
and commerce. For instance, under our Neutrality
Act no person or corporation may export from the
" United States a long list of “arms, ammunition and
implements of war’’ unless the names of the pur-
chaser and the terms of the sale are first submitted
to the Secretary of State and a license has been ob-
tained therefor. Does this legislation, while in force,
involve our Government in a breach of its neutral
duty if it licenses the exportation of such material
to a belligerent? That question may still be open,
though our answer appears to be in the negative.
The general rule is, however, unquestionably as above
stated. :

While neither the Colonel nor the Senator men-
tions President Roosevelt’s Charlottesville speech,
it is clear that the Colonel bore it, as well as part of
its aftermath, in mind in deprecating ‘“the course our
Government has taken.” France had not yet col-
lapsed, though she was on the verge of so doing when
the Colonel spoke. To France, who wanted not the
comfort of kind words but help in her dire need, the
important portion of the President’s speech had been
the clause which, her then official spokesman logically
had the right to construe as a pledge on behalf of the
United States, as an organized Nation, that “we will
extend to the opponents of force the material resources
of this Nation ” This promise, given its back-
ground, was in itself tremendous.- For our resources
are vast, at least potentially; and France had then
lost .the bulk of her industrial establishments and
her mineral wealth. Her need consequently for
outside “material resources’ was and would evidently
continue to be, as long as she held out, enormous.
Great Britain was preoccupied with her own deep
- predicament, and the marshaling of her far flung re-
sources in increasing measure to take the place of
those to which she had lost access within the last
two or three months. Obviously, therefore, if the
promise meant anything it could only be redeemed
by deliveries verging on the astronomical in amount.
Anything else would inevitably be a mere—and a
very cruel—gesture.
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Mr. Reynaud’s message of June 13 to the Presi-
dent at once took up the pledge and with the evident
intention of having its .broad scope confirmed, be-
seeched Mr. Roosevelt to “declare publicly that the
United States will give the Allies aid and material
support by all means ‘short of an expeditionary
force’.” The President’s reply of the 15th was not
categorical on the point of the scope of this promised
aid, but it bore all the essentials of a contract. He
outlined the steps already taken and added: “I can
further assure you that so long as the French people
continue in defense of their liberty, which constitutes
the cause of popular institutions throughout the
world, so long will they rest assured that material
and supplies will be sent to them from the United
States in ever increasing quantities and kinds. I
know that you will understand that these statements
carry with them no implication of military, com-
mitments. Only the Congress can make such com-
mitments.”

Even with this last reservation the statement was,
under the circumstances tantamount to underwriting
a blank check, with the implied, but clear under-
standing that it was to be filled in for some huge
amount. France has fallen away, and the species
of Executive Agreement made, without congressional
delegation of power, by the President in his exchange
of communications with Mr. Reynoud has lapsed by
limitation of its own terms. But the British are
taking the promise up, which in the speech did not
run to France alone. Mr. Churchill told the House
of Commons on the 18th that: “ we are
now assured of immense, continued and increasing
support in munitions of all kinds from the United
States. . . .7 Great Britain’s need is indeed
vast. If the President’s speech was intended, as
Senator Pittman implies, merely to assure the Allies
that our. citizens would continue to sell them war
and other material it should not have been made at
such a crucial moment, for those interested would
inevitably expect aid in some relation to their obvious
need. If no Government action was promised, why
was it necessary to make the reservation as to military
commitments? Any other large scale governmental
commitment would, in practice, also require action
by Congress. Also if the only action the Government
had in mind was the dropping of the bars which our
domestic legislation has placed in the way of trade
with belligerents by our nationals, is it not obvious
that the aid will not meet the colossal proportions
of the need? Private initiative cannot take the
immense risks involved, and it would reach a new
high in Government interference with private affairs
for our President to attempt to make such a com-
mitment of private resources.

It is obvious that the President could not have
meant anything, of any account, unless he intended
that our Government would play a large part in fur-
nishing the supplies. This, as we have seen, would
be clearly contrary to international law. There is
this time no claim that such governmental action
would be legal because the aid is confined to hu-
manitarian relief, or affects a nation not nominally
at war as was the case when we extended, through
governmentalr agencies, assistance to China and
Finland.

Senator Pittman’s contention that our plotted
course is legal, is therefore true only if the President’s
Charlottesville address is interpreted as meaning
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measures wholly inadequate to accomplish the
results the British Empire has the right to expect
from such words in the mouth of the accredited leader
of our great Nation at such a time.

There is another and graver aspect of the promise-
implied in the President’s speech. Colonel Lind-
bergh’s contention was also, that this course would
embroil us in this war. Senator Pittman’s reply

" was: “Well suppose it does. Who would institute
and conduct the war? Not the United States but
Germany.” If no Government assistance to the
British Empire is contemplated, the Senator’s bland
retort has a slight modicum of logic. Our country
cannot propose to guide its conduct by the fear of
having a war started against it, as long as it fulfills
its duty as a neutral State. If, however, Govern-
ment action is intended, we shall have “‘instituted”
and be “conducting” the war ourselves, limited
though our war measures may be. Whether Ger-
many will declare war upon us will depend on her
own convenience. Whether we call it war, or,
according to the fashion of the moment, something
else—non-military belligerence for instance—we shall
be at war though we may be letting others fight for
us.

Mr. Pittman was-first elected to the Senate in
1912. He served therein throughout the last war.
If any lesson was learned by us during the course of
that war, it should be that a Nation cannot commit
itself to participate in a life and death struggle and
go less than all out. Anything short of that would
be absurd. It requires no prophet to foresee that

sooner or later every form of pressure will be brought
to bear on us by the British, and those of us here who
feel protected by them, to give them full military,

air and naval support, in addition to supplying them
with a full measure of our resources.

Perhaps, the soundest course for our people, would
be to forget the communications between President
Roosevelt and Mr. Reynaud, and to treat that part
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of the Charlottesville statement, which we have
been discussing, as a “feeler” of the type the President
has made in the past at less dangerous times. Let
us throw ourselves, with all our might into the course
of preparation to whatever extent is necessary to
protect us against invasion by any foreign power.
But let us at least be circumspect in making any
material change in the course we have been following
with regard to “‘extending to the opponents of force
the material resources of our Nation,” provided
our neutral rights are not flagrantly violated.

The Course of the Bond Market

™ The rally in bonds has continued in all sections of the mar-
ket this week. High grades and Governments have recovered
about half of what they lost since early May. This week’s
gain has not been as extensive as last week’s in the case of
Governments and high-grade corporates but lower grades
gained more. ‘
High-grade railroad bonds made fractional gains. Favor-
able traffic and earnings reports stimulated speculative rail-
road issues. Delaware & Hudson 4s, 1943, at 4514 were up
334 points; Illinois Central junior bonds have been active,
the 4s, 1953, gaining 114 points at 39. Defaulted rail issues
followed the trend of advancing stock prices and registered

gains.

The demand for utility bonds has revived and price re-
covery has been witnessed on a fairly broad front. Advances
have been most pronounced among medium gradés such as
APpalachian Electric Power 4s, 1963, Birmingham Electric
4148, 1968, Broad River Power 5s, 1954, and Puget Sound
Power & Light 5s, 1950. High grades have been firm while
speculative issues have been irre%llar but tending upward.

Further advances have been the general rule in the in-
dustrial section of the bond market this week, with most
gains confined to fractions. Exceptions to the rule include
the Crucible Steel 414s, 1948, which gained 134 points at 105,
the Pennsylvania-Dixie Cement 6s, 1941, which scored a 415 -
point gain at 9814, and National Dairy Products 334s, 1951,
up 114 points at 10624.

The trend in foreign bonds has econtinued irregular. After
their last week’s advance, Canadian bonds suffered new
losses up to four points and Commonwealth obligations re-
mained weak. South American issues showed some late
improvement with the exception of Argentine bonds which
dropped several points. Italian and German bonds met re-
sistance after early strength while Scandinavian issues have
been firmer. Japanese have been under pressure and re-
linquished most of last week’s gains.

Moody’s computed bond prices and bond yield averages
are given in the following tables:

MOODY'S BOND PRICES t
(Based on Average Yields)

120 Domestic
Corporate by Groups *

P. U. |Indus.

U. 8. 120 Domestic Corporate *
Govt. by Ratings
Bonds

1940
Dally

MOODY'S BOND YIELD AVERAGES t
(Based on Individual Closing Prices)

120 Domestic
Corporate by Groups

P.U.

120 Domestic Corporate
1940 by Ratings

Daily
Averayes : Aa

Averages Aaa
113.48 |115.67

June 21..(115.37 122.17
20..1115. $ ' . . . . 113.48 (115.14
19.. . R . . E . i 113.07 {114.93
18.. 2 112.86 }14.51

111. 3
111.03

123.79
123.56
123.66
124.25
123.56
123.56
123.33
123.10
122.63
123.10
123.33

Low-1939
1 Yr. Ago

June21'39 121.49 (117.07 |102.48 110.83 {115.14
2 Yrs.Ago

June21'38 113.48 '104.85 | 92.28 101.76 '107.88
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* These prices are computed from average ylelds on the basis of one “typleal” bond (4% coupon, maturing in 30 years), and do not purport to show either the average
level or the average movement of actual price quotations. They merely serve to illustrate in a more comprehensive way the relative levels and the relative movement of

~feld averages, the latter being the truer picture of the bond market.
t The latest complete list of bonds used in computing these indexes was published In the issue of Jan. 13, 1940, page 179.
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The Mexican Oil Controversy

-In the article appearing under the above caption
in the June 1st, 1940 issue of the “Chronicle,” the
fourth paragraph on page 3418 should have read as
follows instead of the way it did:

“Moreover, not only was the decree objectionable
for failure to comply with many technical require-
ments of established and unrepealed Mexican Law,
but it and the Expropriation Law under which it

- was issued are inconsistent with provisions of the
Mexican Constitution, requiring, among other con-
ditions of expropriation, immediate payment of the
consideration, instead of the decreed postponement
thereof for, not exceeding, ten years out of the pro-
ceeds of a percentage of the oil production to be
derived from the expropriated properties. The decree
‘was also contrary to the terms of the Constitution
which require judicial process, and not merely ad-
ministrative action in connection with expropriations.
The Constitution also provides that expropriation
must be for reasons of public utility. It is claimed
that this requirement was not met in the oil case.”

W

The Business Man’s
Bookshelf

Canada: America’s Problem*

By John MacCormac. 287 pages.
Viking. $2.76. §

" The author dedicates this book to his father—“Though
he will disagree with most of it.” This might suggest that
if only Mr.- MacCormac Jr. live long enoug,h he will see

.the light. Or that Americans, assertedly ignorant of much
that is Canada, will not traverse many of the author’s
affirmations, whereas Canadians, especially those of ma-
ture mind, will grow disputatious over most of the matter.

The fact is that Mr. MacCormac has done a fine piece of
‘reporting. His chapters are timely, packed with informa.
tion and opinion regarding the stirring events of today
.as they affect Canada and, indirectly, the United States.
The impression grows that the author is writing for an
American audience, perhaps through force of habit—for
five years he was the Canadian correspondent of the New
York “Times”—or perhaps he had to select” one class of
readers, and write down, or up, to them. This is not say-
ing that this book will appeal to Americans only. But it
ghould interest them especially today, when the fate of the
‘New World may hinge on happenings in the Old.

Primarily, these pages set one wondering what may befall
.Canada as the outcome of the War (which at this writing
may at any moment assume any one of several possible
.extraordinary or untoward aspects). To make clear why
and how Canada is ig the war, Mr. MacCormac presents
485 much of Canada’s tradition and history as will make
clear the role it plays as part of the British Commonwealth
.of Nations, as Dominion of Canada and as the northern
neighbor of the United States,

Ag long as Mr, MacCormac writes as the historian he
presents Canada’s past—social, political and commercial—
.clearly, vividly and straightforwardly, and these pages
‘possess special interest for the reader not intimately con-
nected with Canada, and therefore less conversant with the
matter treated. When the historian becomes the alert re-
porter you feel freer to frown, chuckle or applaud; for
- then he lets himself go, and one moment you are all with
.him, only to flee from him the next. As an illustration,
take this passage (page 204) :

“What Canada appears to need today is a new kind of
national policy, designed not only to people her empty acres,
.but to infuse the souls of those who people them with a
strong ‘sense of their identity with the land and with one
.another. More than her attachment to England, Canada’s
impelling motive for more than a hundred years was her

fear and dislike of the United States. It formed the founda-.
:tion of her national feeling. But now it has almost disap-

peared, and Canada has found nothing to put in its place.
Not yet quite vanished is the colonial mentality of English
~Canadians, which has made Canada, alike for
Great Britain .and the United States, hard to live with.

© *Cf, “We Must Be Free,” by Leslie Roberts, Vol. 150, page 1189.
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It has had many curious effects—all bad. It leads imperial-
ist-minded Canadian editors to censor American-obtained
news dispatches about British affairs and to treat any
Canadian criticism of a particular act of a particular Brit-
ish Government as questioning the whole of Holy Writ. . ..
Canadian statesmen can be ‘natural’ with their opposite
numbers in Washington; few of them have even been so in
London,” ;

This is full of controversy. Not infrequently we note
that “Canadian editors” (in this case “imperialist-minded”)
are frowned at by Mr. MacCormac when he drops the his-
torian’s objectivity to become the reporter for tomorrow’s
ephemereal pages. "

When he bluntly asks “Is Canada a failure?” you gather
from his reply that, in a way, she is. But, remembering
his Americans readership, I suppose, out he comes with
the assurance that ‘“when Canada’s hour strikes she will’
benefit from the proximity of the United States where
she has suffered from it.” As you ask yourself how true
this may be, you revert to the passages which laud the
accomplishments of the French-Canadian, recite his merits .
and his failings, and point to the day, rapidly drawing
near, when, if Nature be not curbed, Jean Baptiste may
be the majority party in Canada. For uppermost in his
mind “is the desire to stay French and Catholic.” . . .
As an obstacle to his remaining French, he fears the Eng-
lish Canadian less than he fears “Americanization.” He
does not need to fear the English Canadian, for . . . he
threatens to overwhelm him biologically, But if Canada
ever joined the United States he knows that he would be
swamped in an English-speaking sea. . Therefore,
while English Canadians in moments of petulance with
Great Britain have sometimes declared for annexation to
the United States, the French Canadian has never done so.

It would have been interesting to consider somewhat
seriously just what supposed advantages might come to
“American” or to “Canadian” from some form of workable
annexation. It would seem that the day for such a fusion
has gone. In fact, it would seem relatively easy to make
out a case for the postulate that most likely neither side
would benefit, on balance, from such achange in political
conditions. :

Occasionally the author sets us wondering how well he
knows his Canadians or his Americans (page 148): “In
dress, manner and social customs it is natural that they
should resemble each other. Take the important matter
of pants. An Englishman calls them trousers, has them
cut half way up his back, and supports them with what
he calls braces. The Canadian, like the American, calls
them pants, as often as not, belts them tightly just above
his hips. He drinks more rye than Scotch, more hard
liquor than wine, likes two crusts on his pies, and dislikes
Brussels sprouts and boiled puddings. . . He says
‘say’ instead of ‘I say’; ‘lookit’ instead of ‘look here’; pro-
nounces ‘aunt’ as though it were a small, creeping creature,
and says ‘thought’ like ‘thawt’ instead of—oh, well, the
way the English pronounce it. . . .” Maybe he does not
know his Englishman, either.. Probably all this is just
spoofing. Lest we seem unfair, we hasten to add that this
passage is not typical of the book which, in fine, is most
readable, serviceable, not too discursive, and well worth
Ehe close attention of those who want to know Canada

etter,

Ww. C. B.
PR Sa

Speed Methods of Statistics for

Use in Business

By Donald E. Church, Ph. D. 97 pages
and 18 charts. Ronald: $3.00

The author avers that his book reveals a new, fast method
of analyzing business statistics which reveal changing con-
ditions over a period of time (time series). By means of a
very simple device composed of an illuminated sheet of glass
to which a ratio chart may be attached, and a slide consist-
ing of a rectangular frame to which a sheet of chart paper
may be attached, multiplication and division may be made

- directly from ratio (semi-logarithmic) charts.

That is, the simple mechanical deviee described eonverts
the usual business charts into slide rules. From this a sub-
stantial saving of time and labor results in carrying out the
customary analyses, such as ratios between two series, con-
versions of series to fixed bases, graphic trends, cycles,
simple and multiple correlation studies, and so on.

The main purpose of this device is to secure promptly a
basis for business decisions, without ineurring great cost.
It is elaimed that the results obtained are sufficiently close
to absolute accuracy to warrant reliance thereon. The chief
aim of the book is to present details of a fast method for
obtaining the customary statistical measures from time
series by, the use of the mechanical device. It supplements
this information with a clear interpretation of the use of
charts of various kinds. 2

This reviewer has not used the device in question, but after
carefully following the details of the procedure to be followed
in obtaining ratios, in presenting, trends, obtaining seasonal
patterns, and other relationships which spring from the com-~

parison of line charts, the conclusion is reached that any

a
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intelligent statistician can derive great benefit from the book
above mentioned. The 18 charts which elucidate the work-
ing instructions are stowed in a pocket on the inside of the
back cover. Thus any one of them can be easily removed in
order to follow thereon the detailed description, step by
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step, of any statistical operation to which the statistician

would care to turn in using the mechanical device. =
There can be no question as to the value to any statistical

department that can be secured through the m%lhgent use

of this book. : . C. B.

Indications of Business Activity

|__indications of Business Activity ]

THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, June 21, 1940.

Business activity continues its upward swing at an in-
creasingly accelerated pace. Well informed sources state
that the business index jumEed ahead 314 points last week
and figures now are above the 1927-1929 average. Reports
from most industries are favorable. The foreign news con-
tinues depressing. With France dropping out of the picture
it meant the cancellation of large orders for trucks, airplanes
and other munitions. However, any slack which may result
temporarily as a consequence of these cancellations will be
taken up by higher volume from Canada and Great Britain
as well as the United States defense requirements, informed
sources state. There is much uncertainty in the air. - The
domestie political situation with its third term threat, the
spending of vast, sums of money for defense, with the prospeet
of a rise in military reserve man-power, industrial mobiliza~
tion and production of military equipment on a grand scale,
all eontributing. to the great uncertainty as to what is ahead.
The peace terms to France and their probable acceptance will
very likely have vital and far-reaching effects. For instance,
if ae French fleet should be turned over to the Germans, it
might mean the defeat of the English and grave world-wide
repercussions. * :

Production of semi-finished and finished steel for France
was temporarily suspended this week, pending elarification
of the situation abroad, saﬂs the “Iron Age”. ‘‘The British
may take over some of the orders, as they have already
announced they will do in the case of airplanes and engines,
‘but there are some produets in process here which obviously
cannot be shipped to France, as for example airplane parts
for French manufacturers situated near Paris., Much of the
French steel business has been placed within the past few
weeks and comparatively little has been processed. If, as

expected, the British take over most of the French contracts,
and add to these the additional heavy requirements that
are now under discussion, there will be no immediate let-
down but probablK a further gain in steel production. There

is a disquieting thought, however, in the minds of manu-
facturers engaged in war work, whether Britain can long
hold out in the event that Germany obtains possession of
the French Navy. The ending of the war would undoubtedly
bring a sharp downturn until such fime as the United States
defense program gets under way. 'German steel companies
are offering steel in South American countries at prices
below American quotations with a cash guarantee of delivery
in October. German successes have given the Reich 959,
control of the French steel industry, which, with Germany’s
own capacity and that of Belgium-Luxemburg, totals about
40,000 tons annually. In addition, Germany now has access
to the Loraine ore basin to add to the iron ore she is
receiving,” states the ‘“Iron Age”.

Production by the electric light and power industry of
the United States for the week ended June 15, amounted
to 2,516,208,000 kilowatt hours, an inerease of 11.19, over
the corresponding period a year ago, and the highest output
since the week ended Feb. 10. Output for the latest reporting
week, according to figures released yesterday by the Edison
Electrie Institute, was 63,213,000 hours above the total of
2,452,995,000 in the previous week. Compared with same
period a year ago, when 2,264,719,000 hours were produced,
}clurrent output showed an increase of 251,489,000 kilowatt

ours.

The Association of American Railroads reported to day
712,455 cars of revenue freight were loaded during the week
ending last Saturday. This was an increase of 1.49%, com-
pared with the preceding week; an increase of 12.4% com-
pared with a year ago, and an increase of 28.29, compared
with 1938.

Engineering construction this week reached the highest
level of the year and doubled its rate for the same week in

- 1939, with a total of $96,286,000, Engineering News-Record
reported yesterday. The $23,000,000 naval air base at
Corpus Christi and the $15,000,000 powder plant at Memphis
were the outstanding projects of the week. The current
week’s total lifts construction for 1940 to $1,354,747,000,
11 per cent under the figure for last year. Private awards
for the 25-week period are up 24 per cent to $472,823,000
and public construetion is down 23 per cent to $881,924,000.
Federal awards of $210,679,000 show a 46 per cent gain.
Ward’s automotive reports, surveying production activity
in the motor car industry today, estimated output for this
week would total 90,060 cars and. trucks. Last week as-
semblies numbered 93,635; 8 year ago this week they totaled
81,070. The survey said there would be slight change in
operations next week, but that the July 4th holiday in the
period_following would bring manufacturing into new low
ground for the year.

News of the latest events in the European war had a
sobering effect on both retail and industrial purchasing this
week, but in most instances buying started up again after
only brief hesitation, Dun & Bradstreet, Ine., said today in
its weekly trade review. The retail level of activity was
estimated at 6 to 119, above that of the corresponding week
last year. Part of this gain was attributed to increased
prices this year, but most of it was considered expansion of
volume. Industrial production, it was noted, has moved
up quickly from the low level established 1n the first part of
the year and is now at a 1940 peak.

There were no very unusual developments in weather con-
ditions the past week. While temperatures were rather low
in the Southwest, seasonable to above normal warmth and
mostly ample precipitation over the eastern half of the
country made a nearly ideal week for rapid growth of all
crops and good progress was reported mnearly everywhere.
There was considerable interruption, however, to field opera~
tions in much of the Ohio Valley, and also in a considerable
area of the lower Mississippi Valley. Elsewhere seasonal
farm work made satisfactory advance. From the Rocky
Mountains westward almost continuous sunshine, high tem-
peratures, and considerable wind movement in some areas
caused rapid evaporation of soil moisture and rain is needed
in a good many places. While temperatures were generally
high in the West, there were some marked variations. For
example, eastern and northern Wyoming had almost record-
breaking heat, and at the same time truck and garden erops
in the western valleys were damaged by frost. In the New
York City area the weather has been clear and unusually
cool during the past week.

Today was clear and cool with temperatures registering a
minimum of 50 degrees and a maximum of 63 degrees. Cool
weather is expected tonight and extending into Saturday
and Sunday accompanied by moderate winds varying from
northwest to west. For tonight the lowest temperature for
both the eity and its environs is placed at about 50 degrees. -

Overnight at Baltimore it was 52 to 76 degrees; Pittshurgh,
45 to 65; Portland, Me., 45 to 67; Chicago, 47 to 58; Cin~
cinnati, 48 to 77; Cleveland, 47 to 63; Detroit, 45 to 63;
Milwaukee, 44 to 55; Charleston, 74 to 95; Savannah, 72 to
97; Dallas, 71 to 89; Kansas City, Mo., 62 to 71; Springfield,
I1l., 48 to 76; Oklahoma City, 70 to 91; Salt Lake City, 58
to 96, and Seattle, 47 to 68. )

, LSS SN,
Wholesale Commodity Prices Declined 0.2 of a Point
%ndWeek Ended June 15, According to ‘“Annalist”’
naex

The “Annalist” announced June 17 that weakness in
agricultural produets eaused wholesale commodity prices to
decline last week and the “Annalist”” index lost two-tenths
of a point to close at 79.0 on June 15. A year ago prices
stood at 76.5% of the 1926 base. The “Annalist’s” an-
nouncement further stated:

Grains were under pressure despite the optimism created by removal of
minimum prices for futures. ‘Wheat lost about 114 cents a bushel while
corn declined one cent. Other grains, with the exception of barley, were
lower. Livestock quotations eased with hogs and steers under pressure.
Textiles, however, were strong with cotton up about $2.50 a bale, silk
sharply higher and wool gaining 134 cents a pound. Among the more
speculative commodities, hides rose about one cent, while cocoa and rubber
scored moderate gains. Tin rose to a new high for the year.

“ANNALIST” WEEKLY INDEX OF WHOLESALE COMMODITY PRICES .
3 (1926=100)

June 15, 1940| June 8, 1940 |June 17, 1939

Farm products
Textile products.
Fuels.

Revenue Freight Car Loadings During Week Ended
June 15 Increase 12.49, .

Loading of revenue freight for the week ended June 15
totaled 712,445 cars, the Association of American Railroads
announced on June 20. This was an increase of 78,490
cars or 12.49, above the corresponding week in 1939 and an.
increase of 156,926 cars or 28.2%, above the same week in
1938. Loading of revenue freight for the week of June 15
was an increase of 9,874 cars or 1.4% above the preceding-
week. The Association further reported:

Miscellaneous freight loading totaled 293,469 cars, an increase of 6,397
cars above the preceding week, and an increase of 34,531 cars above the
corresponding week in 1939.

Loading of merchandise less than carload lot freight totaled 148,354
cars, an increase of 94 cars above the preceding week, but a decrease of
4,159 cars below the corresponding week in 1939.

»
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Coal loading amounted to 121,561 cars, an increase of 3,317 cars above
the preceding week, and an increase of 21,385 cars above the corresponding
week in 1939. g : '

Grain and grain products loading totaled 30,456 cars an increase of 2,295
cars above the preceding week, but a decrease of 8,355 cars below the cor-
responding week in 1939. In the Western Districts alone, grain and grain
products loading for the week of June 15 totaled 18,302 cars, an increase
of 2,157 cars above the preceding week, but a decrease of 8,681 cars below
the corresponding week in 1939.

Live stock loading amounted to 9,709 cars, a decrease of 949 cars below
the preceding week, but an increase of 252 cars'above the corresponding
week in 1939. In the Western Districts alone, loading of live stock for the
week of June 15, totaled 6,695 cars, a decrease of 780 cars below the pre-
ceding week, but an increase of 138 cars above the corresponding week in
1939.

Forest products loading totaled 34,280 cars, a decrease of 58 cars below
the preceding week, but an increase of 3,725 cars above the corresponding
week in 1939.

. Ore loading amounted to 64,174 cars a decrease of 1,904 cars below the
preceding week, but an increase of 23,478 cars above the corresponding
week in 1939. A

Coke loading amounted to 10,442 cars, an increase of 682 cars above the
preceding week, and an increase of 4,633 cars above the ‘corresponding
week in 1939.

All districts reported increases compared with the corresponding week in
1939, except the Centralwest and Southwest and all districts reported in-
crease over 1938 except the Southwest.

1939

2,288,730
2,282,866
2,976,655
2,225,188
2,363 .:(3)99

630,060
633,955

15,425,973 | 13,963,862
The first 18 major railroads to report for the week ended

June 15, 1940 loaded a total of 324,432 cars of revenue freight
on their own lines, compared with 320,250 cars in the pre-

1938 .

2,256,717
2,155,536
2,746,428
2,126,471
2,185,822
502,617
553,854
555,619

13,082,964

1940
2,655,415
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ceding week and 291,005 cars in the seven days ended

June 16, 1939. A comparative table follows:

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS
. (Number of Cars)

Loaded on Own Lines |Recetved from Connections
Weeks Ended— Weeks Ended—

June 15| June 8 |June 18| June 15| June 8 |Juneé 16
19 1940 939 | 1940 | 1940 | 1939

19,222| 19,419| 21,302 4,866
31,428| 31,939 27,950 14,452
25,002| 21,356 10,185
13,158 1 6,707
18,040 6,894
8,683
1,403
1,644

Atchison Topeka & Santa Fe Ry- 4,004) 4,897
Baltimore & Ohio0 RR.ceuccanna-
Chesapeake & Ohio Ry.

Chicago Burlington & Quincy RR.
Chicago Milw. St. Paul & Pac.Ry.
Chicago & North Western Ry.--..-
Gulf Coast Lines. o cccmemceeaae
International Great Northern RR
Missouri-Kansas-Texas RR.
Missouri Pacific RR.

New York Central Lines.

N. Y. Chicago & 8t. Louls Ry
Norfolk & Western Ry. i
Pennsylvania RR.

Pere Marquette Ry.

Pittsburgh & Lake Erie RR.
Southern Pacific Lines. ..
‘Wabash Ry.

17,244
55,296
4,992
4,979
4|.27,468
4,910 4,646 8,151

324,432!320,2501291,005'204,0531197,413175,798

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—
June 8, 1940

June 15, 1940 June 16, 1939

Chicago Rock Island & Pacific Ry.
Illinois Central System
St. Louis-San Francisco Ry

Total oinilama il biiisudanass

In the following we undertake to show also the loadings
for separate roads and systems for the week ended June 8,
1940. During this period 85 roads showed increases when
compared with the same week last year. ¥

64,402 63,166 64,409

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JUNE 8

Total Loads Recetved
Jrom Connections

1940 " 1939

Total Revenue

Ratlroads Freight Loaded

1940

Total Loads Received
from Connections

1940 1939

Total Revenue
Freight Loaded

1939

Raflroads

1940 1938

Eastern District—
Ann Arbor. 534
Bangor & Aroostook. ..

Boston & Maine
Chicago Indianapolis & Loulsv.
Central Indiana._ ...

Delaware & Hudson. s
Delaware Lackawanna & West.
Detroit & Mackinac
Detroit Toledo & Ironton. ..
Detrolt & Toledo Shore Line
Erle

Grand Trunk Weste:

1,227
211
9,927
2,111
62

. 2,010
7,438

1,031
248
9,371
1,801
57

1,860

New York Central Lines
N.Y.N.H. &Hartford

New York Ontario & Western....
N. Y. Chicago & St. Louls..._.
N. Y. Susquehanna & Western.
Pittsburgh & Lake Erle.......
Pere Marquette. -
Pittsburgh & Shawmut
Pittsburgh Shawmut & North..|’
Pittsburgh & West Virginia_...
Rutland as

2,416
135,791

rotal s ShE Shsr e e 153,947
Allegheny District—
Akron Canton & Youngstown.. 46/ 403 737 668
26,620 17,431 15,476
4,535 2,559 1,865
280 4 4
1,160
6,251
579
Cumberland & Pennsylvania... 197
Ligonier Valley, - 83

Long Island
Penn-Reading Seashore Lines. .. 1,057
Pennsylvania System ??.014
,859

3,261
121,117

133,594

17,324
3,129

149,945

Dg
Union (Pittsburgh)
Western Maryland.

Pocahontas District—
Ch ke & Ohio
Norfolk & Western
Virginian

Total.iccviciinomemnmnmnm

Southern District—
Alabama Tennessee & Northern
Atl. & W, P.—W. RR.of Ala..
Atlanta Birmingham & Coast...
Atlantic Coast Line,

Central of Georgla. -t
Charleston & Western Carolina.

Columbus & Greenville
Durham & Southern.....
Florida East Coast..
Galnsville Midland.
Georgla

Georgia & Florida.

Gult Moblle & Northern.
Illinois Central System..

24,848
19,226
3,871

47,945

-

1,631

18,993 8,850
5,688

22,329
130 703
118 272 211

Southern District—(Concl.)
Mobile & Ohio. 1,703 1,804
Nashville Chattanoogs & St. L. 2,656 2,367
Norfolk Southern. et 1,951 850
Pledmont Northern 39, 395 912
Richmond Fred. & Potomac. ... 357 785 5,000
Seaboard Alr Line 8,230 3,734

hern §; 1,425 12,740
T Central e 42! 389 479
‘Winston-Salem Southbound... 156 628

Totalevmanereenmcacanenneen 97,965 84,265 59,250

1,986
2,349
926

Northwestern District—
Chicago & North Western.....|"
Chicago Great Western
Chicago Milw. 8t. P. & Pacific.
Chicago St. P. Minn, & Omaha.
Duluth Missabe & Iron Range .
Duluth South Shore & Atlantic.
Elgin'Jollet & Eastern
Ft. Dodge Des Moines & South.
Great Northern.

Green Bay & Western...
Lake Superior & Ishpeming._
Minneapolis & St. Louls.....
Minn, 8t. Paul & 8.8, M.
Northern Pacific_..
Spokane International
Spokane Portland & Seattle.

19,211 14,339
2,300

1,456
39,896

37,583

Central Western District—
Atch. Top. & Santa Fe System. 4,897 4,816
Al 1,899 2,085

62 1
6,831
7,98
Chicago Rock Island & Pac! 4,94
Chicago & Eastern Ilinos. ...} 2,254 | 1,915 8 2,430
Colorado & Southern 90 589 1,224
Denver & Rlo Grande Western.. 2,308
Denver & Salt Lake 50 16
Fort Worth &nlzlenver City- 7 746

1,461
417
94
411

0
4,478
1,170
6,834
7
1,898

45,753

Union Pacific System..

Utah

Western Paclfic
Totalceccamrmmmmnmcmmeme—

Southwestern District—
Burlington-Rock Island,

Missour & Arkansas. .’
Missourl-Kansas Texas Lines..

9
6,837
2,531
6,141
4,317

215
39 33

3,511
60

44,525 | 42,185 | 45,101 31,366 | 29,793

Note—Previous year's figures revised. * Previous figures. x Discontinued Jan. 24, 1939.

¢
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Selected Income and Balance Sheet Items of Class I
Steam Railways for March

The Bureau of Statistics of the Interstate Commerce Com-
mission has issued a statemert showing the aggregate totals
of selected income and balance sheet items of class I steam
railways in the United States for the month of March.

These figures are subject to revision and were compiled
from 132 reports representing 137 steam railways. The
present statement excludes returns for class I switching and
terminal companies. The report is as follows:

TOTALS FOR THE UNITED STATES (ALL REGIONS)

For the Month of March | For the Three Months of
1940 1939 1940 1939

Net rallway operating income. - |$36,734,352($34,375,050/$115,107,767| $85.959,922
Other income 11,463,567| 9,707,157 32,556,540 32,084,310

‘Total InCOMe. v mcmenn ---|$48,197,919/$44,082,207|$147,664,307|$118,044,232
Miscell. deductions from Income| 2,123,471| 2,101,738|  6,787,205| 6,239,193

Ine. avall. for fixed charges. .|$46,074,448($41,980,469|$140,877,102($111,805,039
Fixed charges:

Rent for leased roads & equip.| 10,568,010{ 11,456,259 32,129,540 32,230,504

Interest deductions.a...... 38,372,576/ 38,623,830| 115,068,143| 115,969,321

Other deductions. «eeeaa_ .. 122,783 179,963 386,687 541,608
$49,063,369/850,260,052|$147,583,370($148,741,433

Total fixed charges
Income after fixed charges....| £2,088,921| 18,279,583  £6,706,268 136,936,394
-| 1,965,782| 1,961,169 5,897,338| 5,883,502

Contingent charges. .....
14,954,703(110,240,752| £1.,603,606| 142,819,896

Income Items

Net income.b...... camsanan

Depreclation (way & structures
and equipment) .. ..
Federal income tax

17,022,417
2,695,984

16,894,500
1,808,119

50,716,104

50,422,814
8,443,973

5,619,019

Dividend appropriations:
On common stock..... 1,596,520

=k 2,326,188/ 15,116,679
On preferred stock 75,000

16,885,125
\/ 464,325| 4,500,635

4,051,244

3 Balance at End of March
1940 193%e

Selected Asset Items— :
Investments In stocks, bonds, &c., other than those
of affiliated companies. . ...

$643,586,471
$451,797,308
.+ 13,721.338
19,955,556
61,293,820
1,323,462
59,875,066
43,092,397

114,376,721
330,455,430

$615,617,471

$496,303,621
15,106,030| .
26,573,336
127,180,212
2,685,774
61,170,867
43,710,432
119,698,282
366,277,575
19,720,682
1,268,675 1,366,499
4,690,999 3,903,119

$1,284,386,485($1,119,609,486

Loans and bills receivable. _ .

Tratfic and car-service balances recelvabl
Net balance recelvable from agents and con
Miscellaneous accounts receivable
Materials and supplies

Interest and dividends recelvable
Rents receivable. .
Other’ ourrent 888et8. ... .wow... niwesne

Total CUITent A8BetH. v e e s cee oo

Belected Liabliity Items—
Funded.debt maturing within 6 months.c.

Loans and bills payable-d. . ......_____.___.... e
Tratfic and car-service balances payable.

Audited accounts and wages payable.....
Miscellaneous accounts payable

Interest matured unpald

Dividends matured unpald

Unmatured dividends declared. .

Unmatured interest accrued......

Unmatured rents accrued.__

Other current llabilities. ...

Total current iabilitles. ...
Taé lgblllty:

- 8. Government taxes - $79,529,095

Other than U. 8. Government tax 131,309,660

a Represents accruals, including the amount in default. b For 99 rallways not

$259,462,246

214,160,920
74,489,867
224,726,553
69,576,389
42,732,468
11,143,185
1,188,977
82,024,676
23,445,794
34,341,377

777,830,206

$189,947,091

198,602,720
76,608,975
226,725,836
66,009,322
40,845,621
12,273,447
1,608,245
80,479,951
22,262,461
50,552,817

$775,857,395

$56,102,924
142,959,589

in recelvership or trusteeship the net income or deflcit was as follows: March, 1940,

$4,384,689; March, 1939, $322,755; three months 1940, $15,706,671; three months
1939, £$7,458,325. c Includes payments of principal of long-term debt (other than
long-term debt in default) which will become due within six months after close of
month of report, d Includes obligations which mature not more than two years
after date of issue. e 1939 figures for certain liabllity items have been revised, for
comparative purposes, to conform with changes prescribed in the uniform system of
accounts by Commission’s order of Dec. 6, 1939, effective Jan, 1, 1940. f Deficit

or other reverse items.
——e.

Immediate Large Munitions Orders Advocated by Col.
Leonal-'d P. Ayres of Cleveland Trust Co. as First
Step in National Defense Program—Industrial
Production Advanced in May

The United States Government, as a basic principle in
its national defense program, should immediately place
orde_rs “for the prompt production of the chief items of
munitions that are essential in rearmament,” - Colonel
Leonard IP Ayres, Vice-President of the Cleveland Trust
Co., said in that organization’s “Business Bulletin,” made
public on June 15. Colonel Ayres saidthat these initial
mumtiqn orders -“should be of sufficient size to result in
develqp'mg specialized industrial productive facilities and
capacities adequate for manufacturing such additional
amounts of munitious as may be needed later on.” He went
on to say that “the essence of the problem is swift progress
in the development of productive capacity for making the
specialized products that we must have. Industrial produc-
tion in May, it was noted by Colonel Ayres, advanced over
the April level. “Most of the recent increase in the
volume of industrial production,” he said, “having been
due to a sharp, advance in the output of iron and steel.”
He added: : ’ i

N.eithcr exports of war materials nor the domestic production of planes,
mumtions. and the naval vessels of our own rearmament program have so
far contributed in any important degree to the upturn of industrial pro-
ductx.on that is now under way. Nevertheless the continuation and ex-
pansion of the production of war materials may be counted upon to be
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important factors in an expansion of industrial activities duting coming
months. ) '
As to the -rearmament program, Colonel Ayres said, im

VI;'te'do not need to wait until we can decide how large an army we’
intend to have later on, or just how its divisions are to be organized and
armed. Productive capacity for making essential munitions-is the primary
need. . . . Probably any competent group of experienced military
men would agree that there are five classes of munitions which are entirely
esgential in the new warfare, and for the production of which we need
greatly expanded facilities,

These five special classes of essential munitions are airplanes, anti-
aircraft guns, tanks, motorized military vehicles, and artillery. . . .

Of course a program of rearmament calls for the large-scale production:
of literally thousands of other items, but the making of most of them
does not involve serious time-consuming difficulties like those encountered
in producing the five classes of articles that have been mentioned. We
row have, or can readily create, ample manufacturing capacity for making
most of them in such quantities as may be required. Our pressing problem
is to create capacity for making the difficult and time-consuming ones.

—_—————

Moody’s Commodity Index Advances o5 s
“"Moody’s Daily Commodity Index closed at 157.6 this
week, as compared with 156.4 a week ago. The principal
individual changes were the advances in hide, rubber, steel
serap and wheat prices.

The movement of the Index was as follows:

Fri.

“Annalist’”’ Index of Wholesale Commodity Prices

Advanced Sharply in May :

The “Annalist” index of business activity advanced to
102.5 (preliminary) in May from 95.9 (revised) in April, it
was announced on June 20 by the publication. Largely ac-
counting for the rise, which was the first upturn since
December, 1939, was a marked expansion in iron and steel
output, Our index of automobile production also rose sharply
last month, the “Annalist” says, and it adds:

Actually, motor car assemblies declined—but much less than is usuai
at this time of the year. The manufacturing group, as a whole, made
a striking gain of 17.4 points for the month.

Freight car loadings registered a broad advance in almost all the
classes of products and commodities handled. The increase was particu-
larly pronounced in the important miscellaneous classification, composed
largely of manufactured products, and in coke. Only grain shipments,
on a seasonally adjusted basis, showed an actual decline.

Lumber output showed some slight increase as a result of an upturn in
building activity. Electric power production remained unchanged, with
zinc output lower despite increased demand. The textile trades reported
greater activity owing to an increase in cotton mill operations; silk and
rayon activity, however, was at a lower level.

THE “ANNALIST" INDEX OF BUSINESS ACTIVITY AND COMPONENT
GROUPS fe

May, 1940 April, 1940 | March, 1940

Freight car loadings.
Miscellaneous.. ...

Electric power production.
Manufacturing

Steel ingot production.

Pig fron production...
Textlles. i ot iduding

Cotton consumption..

‘Wool consumption...

8llk consumption.....

Rayon consumption....
Boot and shoe production..
Automobile production. .
Lumber production......
Cement production..
Mining...

Zine production

Lead producti

Combined index

*102.5

* Subject to revision.

Wholesale Commodity Prices in Week Ended June 15°
Remained Unchanged from Level of Previous
Week, According to Bureau of Labor Statistics’
Index ‘

During the week ended June 15, the Bureau of Labor Sta-
tistics’ index of wholesale commodity prices remained un-
changed at the level for the preceding week, 77.4% of the
1926 average, Commissioner Lubin reported for June 20.
“The all-commodity index is about 115 % below the level of
mid-May and is 2149 above that of a year ago,” Mr. Lubin
said.,  He added:

Four groups—farm products, metals and metal products, building ma-
terials and miscellaneous commodities—rose slightly, and two groups—
foods and textile products—declined: In all cases the changes were less
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than 3% of 1%. The indexes for the other major commodity groups were
unchanged from last week. )

Prices of raw materials continued to advance, with higher prices for
crude rubber, grains, cotton, fruits, and wool, contributing to an advance
of 0.3% in the raw materials group index. Prices for semi-manufactured
commodities rose fractionally, while manufactured commodity prices de-
clined. The index for *“all commodities other than farm products,”
reflecting the movement in prices of nonagricultural commodities, dropped
slightly.  Industrial commodity prices were steady, as measured by the
index for “all commodities other than farm products and foods.”

From the Department of Labor’s announcement, the fol-
lowing is also taken:

A minor advance of 0.1% in the farm products group index was the
result of higher prices for corn, rye, wheat, cows, cotton, eggs, apples,
lemons, oranges, and wool. Quotations were lower for barley, calves,
steers, hogs, sheep, live poultry, hay, flaxseed, onions, and potatoes.
Principally because of weakening prices for flour and meat the wholesale
foods group index dropped 0.4% to the lowest point since early in April.
Prices were higher for powdered milk, fruits, lard, pepper, and cottonseed
oil

leather were counterbalanced by higher prices for calfskins, and the group
index remained at 99.6. Continued declines in prices for cotton goods
together with lower prices for worsted yarns, burlap, and twine brought
the textile products group index down 0.1%. Prices were higher for silk
knitting yarns.

Higher prices for concrete reinforcing bars, pig tin, bar silver, solder,
and copper and brass products caused the metals and metal products
group index to advance slightly. The increase of 0.3% in the building
materials group index was caused by higher prices for common building
brick, cement, yellow pine lath and timbers, and tung oil. -~ Quotations
were lower for yellow pine flooring, red cedar shingles, linseed oil, rosin,
and turpentine,

In the chemicals and allied products group weakening prices for fats,
oils, and fertilizer materials were counterbalanced by higher prices for
caffeine, and tin tetrachloride, and the group index remained at last
week’s level. '

Average wholesale prices of erude rubber advanced 8.1% during the
week and paper and pulp rose 0.4%. Cattle feed declined 1.9% and
prices were lower also for cylinder oils and soap.

The following tables show (1) index numbers for the main groups of
commodities for the past three weeks, for May 18, 1940, and June 17,
1039, and the percentage changes from a week ago, a month ago, and a
year agzo; (2) important percentage changes in subgroup indexes from
June 8 to 15, 1940.

: (1926=100)

Percentage Changes to
June| June, llvgay June 15, 1940, from— "'

Commodity Groups ,
1940| 1940

39| June 8 |May 18, June 17
1940 | 1940 | 1939

—14
2.1

—2.1
—2.7]

78.5

e
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Hides and leather products....
Textlle products

Fuel and lighting materials__
Metals and metal products...

Chemicals & allied products.
Housefurnishing goods
Miscellaneous commodities..
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79.7
82.4

All commodities other than
farm products and foods. .

a No comparable data.

IMPORTANT PERCENTAGE CHANGES IN SUBGROUP
FROM JUNE 8 TO JUNE 15, 1940

Increases
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Other milscellaneous. . ..
Paint and paint materials.
Leather...... cocbmsen
Cotton goods.

Fertilizer materials,
‘Woolen and worsted goods
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Wholesale Commodity Prices Continued to Decline
During Week Ended June 15, according to National
.Fertilizer Association

Wholesale commodity prices were still receding last week,
according to the index compiled by the National Fertilizer
Association, which registered its seventh consecutive decline.
This index in the week ended June 15 was 74.9, compared
with 75.1 in the preceding week, 76.5 a month ago, and
71.6 a year ago, based on the 1926-28 average as 100. The
Association’s announcement, under date of June 17, went
on to say: : .

The decline in the all-commodity index last week was due mainly to
lower prices for livestock and foodstuffs as the average for all commodities
except farm products and foods registered a slight increase. Lower quo-
tations for meats, potatoes, oranges, and bread took the food price average
to the lowest level reached since early in September. Although declines
and advances in farm product prices were evenly balanced there was a small
recession in the group index. In the miscellaneous commodities group an
upturn in the price’ of rubber was not sufficient to offset lower quotations
for hides, cattle feed and paper board, the resulting drop took the index
to a new low point for the year. Declines were also registered by the
indexes representing the prices of fertilizers and building materials. The
textile index turned upward last week, the result of higher prices for cotton,
wool, woolen yarns, and raw silk. Rising quotations for steel scrap,
silver, and tin caused another advance in the metal price index.

Twenty-eight price series included in the index declined last week and
18 advanced; in the preceding week there were 43 declines and 16 advances:
in the second preceding week there were 32 declines and 19 advances.

Paper and pulp
Auto tires and tubes....

12
Other building materials.__
Drugs and pharmaceuticals

SOC0000OMmmI®
Dt T E=T=F LR XN
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.In the hides and leather products group lower prices for goatskins and .

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Compliled by the Natlonal Fertllizer Association. (1926-28==100)

Percent
Each Group
. Bears to the
Total Indez

25.3

Preced’g | Month
Week
Group o Jilg:os.

FOOMBC o o ba i 70.7

Fats and ofls..... - i 45.9

Cottonseed ofl.. i .56.9
23.0 Farm products... . 5
Cotton 5

et

POOHANNO~S

6.

I3

2 - 8
Miscellaneous commodities . . 8
Textlles z 6!
2 9
8,
9
6

©900 00 00 e e B0 D0 &3

Metals

9.8
5.7
3.3
7.6
2.3
7.4
9.6
2.4
5.4
5.0
9.8

774
95.0

75.1

|

3
=]

All groups combined.......
——————
Electric Output for Week Ended June 15, 1940, 11.1%
) Above a Year Ago

The Edison Electric Institute, in its current weekly re-
port, estimated that production of electricity by the electric
light and power industry of the United States for the week
ended June 15, 1940, was 2,516,208,000 kwh. The current
week’s output is 11.1% above the output of the corresponding
week of 1939, when the. production totaled 2,264,719,000
kwh. The output for the week ended June 8, 1940, was
estimated to be 2,452,995,000 kwh., an increase of: 8.7%
over the like week a year ago. .

PERCENTAGE INCREASE FROM PREVIOUS YEAR

Week Ended Week Ended | Week Ended
June 15, 1940 June 1, 1940 |May 25, 1940

New England 5.8 4.2 H 8.1
Middle Atlantic 6. . .
Central Industrial.... 15.
West Central....u... 6.
Southern States g .
9.

Week Ended

Major Geographic
Regtons June 8, 1940

12.
Rocky Mountain. . 1
Pacific Coa3tounuauna-
Total United States. 11.1 8.7 10.3 11.1
DATA FOR RECENT WEEKS (THOUSANDS OF KILOWATT-HOURS)

Week Ended 1937 1932 1920

1,706,719
1,702,670

+
-
=]

1,619,679
1

bk ekt
NN

1,425,151
1,281,452
1,435,471
1,441,632

it it
~FROmR—OOVORELOoo

i++++++ tt+++++
HNR—ODWR—RDID WD~

_! 2,516,208 2,264,719 1,899,227

B

Bank Debits for Week Ended June 12, 1940, 4.3%
Below a Year Ago

Debits to deposit. aceounts (except inter-bank accounts)
as reported by banks in leading cities for the week ende(i
June 12, aggregated $7,219,000,000. Total debits during
the 13 weeks ended June 12 amounted to $110,099,000,000
or 7%, above the total reported for the corresponding perlod
a year ago. These figures are as reported on June 17, 1940,
by the Board of Governors of the Federal Reserve System.

SUMMARY BY FEDERAL RESERVE DISTRICTS
(In Millions of Dollars)

Week Ended 13 Weeks Ended

June 14,
1939

Federal Reserve District -
June 12, June 12,
s 1940 1940

B = $5,889
New YOrKewen.o. SRR — 47,345
Philadelphia.... 5,683

CleVelaldemmn o omomomoceemmmmon 7,120
Lleveland. 3,983

3,327
16,376
3,357
2,290
3,416
2,712
8,602

$110,099

B et

Atlanta......-
Chi

$102,5672

52,303
8,184

Total, 273 reporting centers_... $7,642
New York City * : 2,616 3,047 :
140 Other leading centers * ! 3,875 57,690
132 Other centers, - 664 620 9,034

* Centers for which bank deblit figures are avallable back to 1919.
—es

May Business Activity in California Same as April,
Reports Wells Fargo Bank

May business activity in California ran practically even
with April levels and was well ahead of a year ago, accord-
ing to the current “Business Outlook” published by Wells
Fargo Bank & Union Trust Co., San Francisco. The Wells
Fargo index of California business for May stood at 109.2%
of the 1923-25 average, unchanged from the preceding month.
In May, 1939, the index was at 98.8%.
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Monthly Indexes of Board of Governors of Federal
Reserve System for May
The Board of Governors of the Federal Reserve System
on June 18 issued its monthly indexes of industrial production,
factory employment, &e. In another item in today’s issue
of the “Chronicle” we also give the customary summary of
business conditions in the United States issued by ~the
board. The indexes were issued as follows:
BUSINESS INDEXES
(1923-1925 average=100)

Adjusted for
Seasonal Vartation

May,

Without
Beasonal Adjustment

May, May,
1940

May,
1940

Apr.,

Apr.,
1940

1940
104

CQ\nstnxcth‘m‘ contracts, value—Total

Frelght-car loadings—To!

Miscellaneous
Department gtore sales,
Department store stocks, valu

* Data not yet avaflable. 2 Preliminary.

Note—Production, carloadings and department store sales indexes based on dally
averages.. ‘To convert durable and non-durable manufactures indexes to points in
total Index of manufactures figures, shown In Federal Reserve Chart Book, multiply

. durable by 0.463 and non-durable by 0.537.

Construction contract indexes based on three-month moving averages,
centered at szcond month, of F. W, Dodge data for 37 Eastern States.
To convert indexes to value figures, shown in Federal Reserve Chart Book,
multiply total by $410,269,000, residential by $184,137,000, and all other
by $226,132,000.

Employment index, without seasonal adjustment, and payrolls index
compiled by Bureau of Labor Statistics.

INDUSTRIAL PRODUCTION
(1923-1925 average==100)

Withowt
Beasonal Adjustment

Adjusted for
Seasonal Vartation

May, | May,

1940

Apr.,
1940

May,

Apr.,
1940 1939

Manufactures
Durable Goods
Iron and steel.ueeccnacmcans reaons

Beehive COK®. v mmm e oeemeeenn R

Bllk deliveries
Slaughtering and meat packing.

Hogs. .

Cattle. .

Calves

Cattle hide leathers. .

Calf and Kkip leathers.

Goat and kid leathers..
Pe(t‘roleum refining

® R R ERRNER

Minerals

Bituminous coal. .. 279
»57
2189
112
*

166

*
3 -..! 110

* Data not yet available. 2 Preliminary.
——ee—

Summary of Business Conditions in United States by
Board o.f Governors of Federal Reserve System—
lr.ldustnal Activity Increased Sharply in May and
First Half of June

Industrial activity increased considerably in May and
the_first half of June, while prices of commodities and se-
curities declined sharply in the middle of May and fluctuated
near the lower levels after that time, it was reported June 19
by the Board of Governors of the Federal Reserve System,
In 1ts summary of business and financial conditions in the
United States, ba,.sed'upon statistics for May and the first

alf of June. Distribution of commodities to consumers
was maintained at levels prevailing earlier this year, said the
Board. of which further reported as follows:

. Production A
Volume of industrial production. increased in May and the Board’s
seasonally. adjusted index advanced from 102 to 105. The rise in May re-
flected chiefly sharp increases in activity at steel mills and woolen mills.
Steel production in May was at about 7 1Y% of capacity, as compared with
60 in April, and by the third week of June activity had risen further
to 88%. Lumber production also increased. In the automobile industry,
where output had been at a high rate in the first four months of the year,
dealers’ s!:ocks were.in large volume and production was curtailed in May
and the first half of June. Retail sales of automobiles continued at a high
level during most of May, although in the middle of the month a temporary
sharp reduction was reported.
f

]
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In the woolen textile industry activity in May rose sharply from the low
level reached in April. At cotton mills activity was maintained at about
the rate prevailing in March and April and was somewhat lower than in
the early months of the year. Rayon production continued large, while
mill takings of raw silk declined to the lowest level in nearly 20 years.
In other industries producing nondurable manufactures activity generally
showed little change from April to May.

Coal production in May continued at a high level for this time of the
year, reflecting in part increased exports and unusually large shipments
of coal to Upper Lake ports. Iron ore shipments down the Lakes were also
large for this season. Petroleum production in May declined somewhat
from the high rate maintained in March and April.

Value of construction contract awards increased further in May, ac-
cording to figures of the F. W. Dodge Corp. reflecting principally con-
tinued growth of private building. Private residential contracts rose
to the highest level in the past' 10 years. Awards for commercial buildings
advanced somewhat further while those for factory construction continued
at about the level reached in April. Both were considerably larger than a
year ago. Contracts for public construction increased slightly in May but
were about one-sixth lower than a year earlier.

Distribution

Department store sales in May declined from the level prevailing in the
past three months, while sales at variety stores and ma‘l-order houses were
largely maintained at earlier levels. 1In the first week of June department
store sales increased considerably.

Volume of railroad freight traffic increased in May, reflecting larger
shipments of miscellaneous merchandise, coal, and forest products. = Load-
ings of grains declined.

Foreign Trade

Total exports of United States merchandise showed little change from
April to May. Increases were reported in shipments to Canada and
Australia and to Italy and Finland, while exports to other European nations
showed declines. Exports of industrial machinery in May declined some-
what from the high level reached in April, while exports of steel, copper,
chemicals, and commercial vehicles increased, following declines in the
previous month. Coal shipments, largely to Canada, rose to the highest
level in recent years. Cotton exports continued to decline from the high
level of last winter.

The monetary gold stock of the United States increased by $439,000,000
i May and by $250,000,000 in the first two weeks of June.

Commodity Prices

Following a general decline in basic commodity prices around the middle
of May, prices of industrial materials, particularly steel scrap, zinc, tin,
and wool, advanced and by the middle of June were in some instances
above the levels of early May. Raw cotton prices also increased, and in
the second week of June prices of cotton gray goods likewise advanced as
sales of these goods were in exceptionally large volume. Prices of a number
of foodstuffs continued to decline.

Bank Credits

Total loans and investments at reporting member banks in 101 leading
cities showed little net change during the four weeks ending June 5. Hold-
jngs of United States Government obligations increased further at New
York City banks, whi'e loans to security brokers and dealers declined con-
siderab'y. Deposits and reserves of member banks continued to increase
sharply as a result mainly of heavy gold imports.

Government Securily Markets

Prices of Government securities held relatively steady during the latter
part of May and the first part of June, after a reaction at the time of the
invasion of Belgium and Holland. Subsequently prices increased sharply,
and on June 15 the yield on the 1960-1965 bonds was 2.40%, compared
with 2.52% on June 10 and 2.269% at this year’s peak in prices on April 2

—————n

Report of Lumber Movement Week Ended June 8, 1940

Lumber production during the week ended June 8, 1940,
was 9% greater than in the previous holiday week: ship-
ments were 2% less; new business, 3% less, according to
reports to the National Lumber Manufacturers Association
from regional associations covering the operations of repre-
sentative hardwood and softwood mills. Shipments were
1% below production; new orders, 119 below production.
Compared with the corresponding week of 1939, production
was 39 greater: shipments, 7% creater, and new business
9% less. The industry stood at 72% of the seasonal weekly
average of 1929 production and 75% of average 1929 ship-
ments. The Association further reported:

/- Year-to-Date Comparisons

Reported production for the 23 weeks of 1940 to date was 8% above .
corresponding wecks of 1939; shipments were 79% above the ghipments,
and new orders were 69 above the orders of the 1939 period. For the
23 weeks of 1940 to date, new business was 4% above production, and
shipments were 5% above production.

Supply and Demand Comparisons :

The ratio of unfilled orders to gross stocks was 19% on June 8, 1940,
compared with 18% a year azo. Unfilled orders were 5% heavier than a
year ago; gross stocks were 39, less.

Softwoods and Hardwoods

During the week ended June 8, 1940, 485 mills produced 240,673,000
feet of softwoods and hardwoods combined; shipped 237,221,000 feet;
bocked orders of 214,845,000 feet. Revised figures for the preceding week
were: Mills, 512; production, 220,575,000 feet; shipments, 242,659,000
feet ; orders, 221,070,000 feet.

Lumber orders reported for the week ended June 8, 1940, by 399 soft-
wood mills totaled 205,499,000 feet, or 119% below the production of the
same mills, Shipments as reported for the same week were 228,248,000
feet, or 29% below production.. Production was 231,957,000 feet. Reports
from 100 hardwood mills give new business as 9,346,000 feet, or 7% above
production. Shipments as reported for the same week were 8,973,000 feet,
or 3% above production, Production was 8,716,000 feet.

Identical Mill Comparisons

Production during week ended June 8, 1940, of 378 identical softwood
mills was 229,136,000 feet, and a year ago it was 222,663,000 feet;
shipments were, Tespectively, 225,929,000 feet and 210,969,000 feet, and
orders received, 202,980,000 feet and 223,400,000 feet. In the case of
hardwoods, 83 identical mills reported production this year and a year
ago 7,320,000 feet and 6,457,000 feet; shipments, 6,967,000 feet and
7.249_,000 feet, and orders, 8,027,000 feet and 7,808,000 feet.
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Weekly Statistics of Paperboard Industry

We give herewith latest figures received by us from the
National Paperboard Association, Chicago, Ill., in relation
to activity in the paperboard industry. ‘

The members of this Association represent 93% of the
total industry, and its program includes a statement each
week from each member of the orders and produection, and
also a figure which indicates the activity of the mill based
on the time operated. These figures are advanced to equal
100%, so that they represent the total industry.

STATISTICAL REPORTS—ORDERS, PRODUCTION, MILL ACTIVITY

Orders
Received
Tons

87,746
110,169
111,332
111,954
106,954
106,292
101,097
108,784
104,466

Unfiled
Orders
Tons

196,174
187,002
183,699
176,308
167,240
159,216
145,706

42,654
137,631
138,446

+ Percent of Activity
Week Ended Production — RN

Tons
105,945
120,791
115,419
121,596

Cumulatire

257,836
245.818
—_—
Trading in ‘““New’” Standard Rubber Contract Begins
in Commodity Exchange

Trading in the ‘“‘new”’ standard rubber contract began on
June 17 on the Commodity Exchange, Inc., New York.
The “new” standard contract will run concurrently with the
“No. 1 standard”’ contract until the end of May, 1941, when
trading and deliveries in the latter contract will terminate.
The two outstanding features of the “new” standard rubber
contraet which differentiate it from the present “No. 1
standard” contract are: e

1 Two grades of rubber will be deliverable against Exchange contracts
instead of only one grade. These two grades are known as No. 1X Superior
Quality - Ribbed Smoked Sheets, and No. 1 Standard Quality Ribbed

Smoked Sheets, both of which must conform to the Exchange type and
description.

2 Both of these grades may be delivered packed either in cases or in
bales, whereas delivery in cases only is permitted on the ‘No. 1 Standard"’
Contract.

The prices quoted on the Exchange will be for No. 1X Superior Quality
Ribbed Smoked Sheets packed in cases. The same grade packed in bdles
will be deliverable at 20-100 of one cent per pound discount under the
contract price. No. 1 Standard Quality Ribbed Smoked Sheets packed in
cases will be deliverable at 15-100 of one cent per pound discount under the
contract price and the same packed. in bales will be deliverable at a discount
of 35-100 of one cent per pound discount under the contract price.

Other details of the contract such as the trading unit, price multiples,
trading months, commission rates, &c., are the same as those of the present,
“No. 1 Svandard’ Contract.

—_—

World Per Capita Consumption of Sugar in Year
Ended Aug. 31, 1939 Decreased 1.6%, Reports
Lamborn & Co.

World per capita consumption of sugar during the year
ending Aug. 31, 1939 amounted to 30.6 pounds as compared
with 31.1 pounds in the previous year, a decrease of one-half
pound or 1.6%, according to a survey made by Lamborn’s
statistical department.
was recorded in 1936-37 when the figure was 32.3 pounds.
The total consumption at that time amounted to 30,549,000
long tons, raw value, the all time high, as against 29,406,400
tons in 1939.

; l’ll‘he Lamborn consumption figures for the past 10 years

ollow: ; :

119,998

World Consump-
tion (Long Tons,
Raw Sugar)

29,406,400
29,647,000
30,549,000
29,331,000
27,188,000
26,287,000
26,193,000
26,724,000
27,125,000
26,374,000

Per Capita
Consumption
(Pounds, Raw Sugar)

Crop
Year*

World
Population

1929-30.
# Crop year ended Aug. 31.

PRI R~

Cuban Sugar Exports to United States Increase

Export of sugar from Cuba to the United States during
the first four months of the current year totaled 611,951
Spanish long tons compared with 559,634 tons during the
corresponding period of 1939, it is learned from a report to
the Department of Commerce from the American Consul at
Havana. The Department announcement continued:

Exports to markets other than the United States in the January-April
period amounted to 223,037 Spanish long tons, compared with 294,232 tons
during the corresponding 1939 period. Of the 1940 total, 74,914 tons were

. shipped to the United States for refining and subsequent re-export to other
countries aga‘nst only 5,244 tons in 1939.

The Commercial & Financial Chronicle
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Stocks of raw sugar on hand in warehouses throughout Cuba on April
30, 1940, aggregated 2,492,263 Spanish long tons, compared with 2,565,223
tons on the same date last year. )

—_———
War Developments Seen as Restricting Cuban Coffee
Exports to United States and Canada
The following concerning Cuban coffee exports is taken

from a report to the Department of Commerce from the
American Consul at Havanas

The Cuban coffee industry which has made notable progress in the last
few years now finds itself faced with the possible loss of practically all its
non-American trade. During 1939 Cuba shipped abroad 18,300,000 pounds’
of coffee valued at $856,064, a 25% increase in yolume compared with 1938.
The past year was a record period for Cuba’s coffee trade with the United
States, the American market absorbing 75% of the 1939 exports. After
the United States France has ranked as the most important foreign outlet
for Cuban coffee, accounting for approximately 14% of Cuba's aggregate
exports of this item last year. ;

Cuba’s export trade with European markets in recent months has been
seriously curtailed because of lack of sufficient cargo space and this situation
is likely to be progressively aggravated. As a result, local authorities ex-
press the belief that the salvation of the Cuban coffee industry almost en
tirely depends upon increased exports to the United States and Canada.

———

European Developments Are Factor in Domestic De~
mand for Farm Products, Says Department of
Agriculture .

Industrial conditions affecting the domestic consumer de
mand for farm products are expected to continue the im-
provement in evidence since April if active warfare in Eu-
rope continues, the Department of Agriculture reported on
June 18. This, it said, should make the average level of in-
dustrial activity in 1940 higher than in 1939, The early
cessation of the hostilities would necessitate many read-
justments on the part of business which could result in de-
clining activity according to the Department, which went on
to say:

This would not likely be prolonged or severe in view of increasing de-
fense expenditures. Consumers’ income, having declined much less than
industrial production since the high point was reached last December
probably will not increase as much as the indicated rise of industrial
activity.

The recent spread of the European war may curtail somewhat further
the alrcady greatly diminished export outlets for United States farm
products, particularly for cotton. For some commodities, such as dried
fruits, closing of the Mediterranean and possible tightening of the German
blockade of shipping may eventually lead to improved export demand.
Much depends on military and naval developments which cannot be fore-
scen at this time, ’

Despite active movements of prices of some individual commodities ac-
companying ‘the recent German invasions, the’general level of wholesale
commodity prices has changed very little. . Most of the price declines
were for agricultural products, wholesale prices of which declined -about
5% from the first weck in May to the beginning of June. Prices of both
wheat and cotton, which were affected most, were carried to levels gen-
eraly not far from Government loan values. Prices of cotton have since
recovered most of the loss experienced in May, Further panicky liquida-
tion of the extent and character of that which followed the German in-
vasion of Belgium is not likely. Prices of farm products eold mainly in
the domestic market should be benefited by the prospective improvement
of industrial activity and consumers’ income. With industrial  activity
increasing, a large-scale domestic preparedness program on the way, and
possible increase in export demand for some industrial commodities, if
the war continues, the chances of any considerable decline in the whole-
sale prices of non-agricultural products seem quite remote. In view of
these conditions, it seems safe to say that with the war continuing there
will be no substantial decline in the general level of wholesale prices, and
that on the other hand a moderate rise is probable. The termination of
active hostilities in Europe might result in a sufficient liquidation of in-
venturies and stoppage of current buying to seriously unsettle many com-
modity prices, but this would depend in large measure upon the timing
and character of these developments.

Both prices and incomes received by farmers in June apparently will be
lower than in the preceding month. Most of the weakness in prices is
for grains and truck crops, with the composite index of -meat animal

prices also somewhat lower.
————

- Petroleum and Its. Products—Industry in Defense

Program—East Texas Allowable Slashed—Pro-
posed Texas Shutdown Opposed by Mr, Roosevelt—
Penn Crude Prices Cut Again—Daily Crude Out-
put Off Slightly—Crude Oil Inventories Slump—
Jobber Sues Under Anti-Trust Act .

The Defense Advisory Commission will take over the task
of coordinating the domestic petroleum industry in the in-
terests of national defense, with Robert E. Wilson, President
of Pan-American Petroleum & Transport Co., of New
York, reported as the choice of President Roosevelt to head
this division of the Commission. Dr. Wilson, it was indi-
cated, will report to Washington next week to assume his
new respousibilities. . o

The decision to place the well-known oil executive in com-
plete charge of this branch of the Commission, with his own
staff, and with absolute authority to handle all ramifications
of the industry’s relationship to national defense, has the
approval of the industry as a whole. Oil men point out
that with an experienced executive from the industry itself
in charge of this program, they can safely hope for a tem-
porary if not permanent end to the renewed drive of Secre-
tary of the Interior Ickes to place the industry under complete
Federal control. T . ' L)

The change in the world political pieture which has had
such a widespread effect upon the mational political and
industrial scene also may possibly delay the start of the

. long-expected anti-trust action against many of tbe leading
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oil companies in the East by the Department of Justice.
There were conflicting reports in eirculation in Washington,
the first that such action would be taken within the im-
mediate future and the others, which gained quick ad-
herents, that the Department of Justice would postpone
any action, for the time being at least.

%he East Texas oil field will be returned to the proration
order, recently upheld by the United States Supreme Court,
for a 15-day period starting June 22 under which daily aver-
age production will be pared from 380,000 barrels to 240,000
barrels. This announcement was made June 21 in Austin
by Jerry Sadler of the Texas Railroad Commission, following
the emergency proration meetings held by the Commission
to consider the questions arising out of the defeat of France
by Germany and consequent loss of this market to Texas
refiners, who had sold hundreds of thousands of barrels of
erude oil to France in recent months.

Originally called to consider the possibility of a ecomplete
shutdown of all Texas wells for a 15-day or 30-day period,
the meeting ultimately wound up in the reinstatement of the
proration setup for the East Texas field which eut output
there sharply. President Roosevelt, at his press eonference
in Washington prior to the meetings in Austin, told reporters
that he thought the oil situation should be kept on a 24-hour
basis because whereas one set of world conditions developing
today might curtail export markets, a conflicting develop-
ment the next day might alter the entire picture.

Frank Buttram, President of the Independent Petroleum
Association of America, who discussed the oil problems with
President Roosevelt at the latter’s request, wired Lon A.
Smith, Chairman of the Texas Railroad Commission, urging
the immediate issuance of orders to bring about ‘““an orderly
reduction of produection so that wasteful oversupply may be
avoided and equity prevail throughout the producing States.

“This could be accomplished,” Mr. Buttram said, “by
immediately reducing excess production on a basis that will
bring storage to desirable levels by September. This storage
has accumulated as a result of excess production in Texas
and elsewhere. Where special allowables have heretofore
been granted producers to meet special requirements these
orders should be canceled and special reductions in the allow-
ables to these producers should be made sufficient to correct
inequities  before horizontal reduction is applied. Your
position as the principal oil produecing States makes it
possible for. you to exercise valuable leadership for the oil
producing States of the United States. Complete shutdown
18 undesirable.”

. The second reduction in the price of Pennsylvania grade
crude oil in less than a month was posted on June 18 by the
Joseph Seep’ Purchasing Ageney of the South Penn Oil Co.
when a 25-cent a barrel cut restored prices to level ruling last
October. Prices of Pennsylvania crude ended a period of
decline a year ago last January and rose steadily until they
hit $2.75 a barrel at the turn of the last year. Under the new
schedule, prices are $2.25 for Bradford-Allegheny; $1.90 for
Southwest Penn Pipe Line and $1.84 for Eureka.
. Record production of crude oil in Illinois offset sharp losses
in other States, and daily averafe production of erude oil for
the week ended June 15 showed a net reduction of only 750
barrels at 3,816,200, according to statistics compiled by the
American Petroleum Institute. The figure held some 200,000
barrels above the June market demand estimate of the United
States Bureau of Mines, which was placed at 3,620,300
_pa.rl\rdels daily in the Federal ageney’s regular forecast late
in May.

Reflecting the completion of wells in the Centralia field,
which have large flush production, Illinois output climbed
20,550 barrels to a new record high output at 477,750 barrels.
Kansas was not far behind Illinois’ gain, production there
%a,lmng 19,700 barrels to hit a daily average of 170,650

arrels. A gain of 4,300 barrels for Texas lifted the daily
average there to 1,398,250 barrels. Louisiana was up 4,150
barrels to 295,600 barrels while California output was up 400
barrels to 636,800 barrels. Oklahoma output was off 37,700
barrels to a daily average of 399,550 barrels.

Inventories of domestiec and foreign erude oil held in the
« United States were off 1,956,000 barrels during the initial
week of June, dropping to 259,706,000 barrels, according to
the United States Bureau of Mines. Stocks of domestic
- erude oil were off 1,893,000 barrels while holdings of foreign
crude oil dipped 63,000 barrels. Heavy crude oil stocks in
California, not included in the “refinable” crude stocks,
totaled 13,007,000 barrels, off 93,000 barrels from the pre-
vious week. )

Suits were filed in Federal Court in Chicago on June 18
by an oil jobber and a former Indiana oil company against

17 oil companies, asking damages under the Sherman Anti-

Trust Act. It wasindicated that the actions were based upon
the recent decision of the U. S. Supreme Court in the Madi-
son, Wis., anti-trust cases. Both of the plaintiffs—the
Wabash Oil Corp. and Louis Weeks, oil jobber—elaim loss
of business and profits by reasons of the defendants’ alleged
conspiracy to restrain inter-State commerce by fixing of
retail prices.

. The Wabash Oil Corp., a former Sullivan, Ind., company,
asks triple damages, amounting to $1,117,494 from 13 com-
panies. Named as defendants are Indiana Standard Oil,

- Socony-Vacuum, Shell, Sinclair, Phillips, Pure Oil, Conti-
nental, Wadhams, Skelly, Cities Service, Mid-Continental,.
Globe and Barnsdall. Mr. Weeks’ case was represented as a
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test suit in behalf od 900 Illinois jobbers and asks that the
court determine damages. In addition to the 13 companies
named by Wabash Oil, Mr. Weeks’ action named Empire
0Oil & Refining, Gulf Refining, Texas Co., and the Tide
Water Oil Co. h

Price changes follow: :

June 18—South Penn Oil Co. pared prices of Pennsylvania grade crude
oil 25 cents a barrel to $2.25 for Bradford-Alleghany, $1.90 for Scuthwest
Penn Pipe Line and $1.84 for Eureka Pipeline. g

Prices of Typical Crude per Barrel at Wells
(All gravities where A, P. 1. degrees are not shown)

Bradford, Pa. $2.25 Eldorado, Ark., 40
Corning, Pa...csccsnnancsncansns 1.02 | Rusk, Texas, 40 and OVer..uceea-". 1.10
Illinol8.. .. ccociccccnncasmcacs .95-1.05 | Darst Creek. 1.03
Western Ki ky. .90 | Michigan crude. v cocccaacan .76-1.03
Mid-Cont't, Okla., 40 and above.. 1.03 |Sunburst, MONt.eee.cenecaninena .90
Rodessa, Ark., 40 and above...... 1.25 | Huntington, Calif., 30 and over... 1.15
Smackover, Ark., 24 and Over..... .73 | Kettleman Hllls, 39 and over...... 1.38
REFINED PRODUCTS—SOCONY CUTS8 TANK PRICES FOR

MOTOR FUEL—PRICE REDUCTION IN TOLEDO—RE-

TAIL GASOLINE PRICES LOWEST SINCE 1934—PRE-TAX

DRAIN SENDS MOTOR FUEL STOCKS OFF SHARPLY—

REFINERY OPERATIONS UP

A reduction of from 3-10ths cent to 5-10ths cent a gallon
in the tank wagon prices of gasoline in the New York-New
England market, except in areas where the tank car price
already is depressed, was posted on June 19 by the Socony-
Vacuum Oil Co., Inec., effective the following day. Tank
car prices, under the new schedule, will be reduced 3-10ths
cent a gallon at the company’s bulk terminals.

Under the new price structure, divided dealer tank wagon
rices in principal cities were: New York, 8 cents; Boston,
.5 cents; Albany, 8 cents; Portland, 8.4 cents; Providence,

7.7 cents; Utica, 8.7 cents; Springfield, 8.7 cents; and Hart-
ford, 7.5 cents. The changes did not affect the prices in
the western part of New York State where similar reductions
were made June 14, :

Weakness in the retail and wholesale gasoline markets
spread to other areas as the loss of further markets in Europe
in the defeat of France and Italy’s entrance into the war
and the weakened statistical position of gasoline in the
domestic field exerted heavy bear pressure on prices. In
Toledo, Ohio, retail prices of gasoline were cut 1 cent a gallon
by Standard Oil of Ohio, other units following. The new
price is 13.5 cents, taxes paid, for regular grade gasoline.

A gasoline price war broke out in the Longview area in
Texas on June 21 with service station postings sliding off

. from 1 to 214 cents a gallon. Price slashing was started by

independents who lowered quotations from 12 cents a gal-
lon to 11 cents, originally. However, as price-cutting
spread, postings dipped as low as 914 cents for third-grade
motor fuel. The regular grade was cut 1 cent a gallon to -
14 cents by major and independent distributors.

Retail gasoline prices on June 1 were at the lowest levels
since Nov. 1, 1934, dropping to an average of 12.66 cents a -
gallon, according to reports from 50 cities ecompiled by the
American Petroleum Institute. The June 1 price compared
with 12.91 cents a month earlier and 13.22 cents on the
comparable 1939 date. Including State and Federal taxes,
the consumer on June 1, last, paid 18.08 cents a gallon,
against 18.33 cents on May 1 and 18.66 cents a gallon last
yeﬁr at the outset of June. Taxes averaged 5.42 cents a
gallon.

Reflecting the proposed increase in Federal taxes, with-
drawals of gasoline from storage tanks during the week
ended June 15 pared holdings of finished and unfinished
gasoline 1,811,000 barrels to 97,660,000 barrels, accordin
to the American Petroleum Institute. While stocks showe
the sharpest decline in months, they were still more than
15,000,000 barrels above the total reported for the corre-
sponding 1939 date. :

Refinery operations, long holding at an excessively high
rate, showed a gain of 14 point to hit 84.8% of eapacity
during the June 15 week. Daily average~runs of erude oil
to stills were up 20,000 barrels to 3,620,000 barrels. Pro-
duction of gasoline showed an expansion of 140,000 barrels
to 11,767,000 barrels. Inventories of gas and fuel oils
showed seasonal gains of 1,030,000 barrels.

Representative price changes follow:

June 15—Standard of Ohio cut retail prices of gasoline 1 cent in Toledo
to 13.5 cents, taxes included.

June 19—Cuts of from 3-10ths cent to 5-10ths cent a gallon in tank wagon
prices of gasoline were made by Socony-Vacuum throughout its New York-
New England marketing area, effective June 20. Tank car prices, at bulk
terminals, were cut 3-10ths cent a gallon. The price cut did not affect
western New York State where similar reductions were made June 14.

June 2]1—Gas price reductions of from 1 to 2}4 cents a gallon were
posted in the Longview, Texas, area in a price war. Third-grade broke
from 12 cents to as low as 914 cents a gallon, while regular gasoline was
cut 1 cent a gallon to 14 cents.

Gasoline, Service Sﬁtlon, Tax Included

Z New York..oooo.. $.17 Newark..ooeiveaoa-- $.166 Buffalo..cecuceneen $.17
z Brooklyn. ... .17 Bost .185 Chl A7

z Not Including 2% clty sales tax.

U. S. Gasoline (Above 65 Octane), Tank Car Lots, F.0.B. Refinery

New York New York— Other Cities—
8td.Oll N.J.8.0614-.07 Texa8.uwau $.07%-.08 |Chicago.....$.05 -.05%
Socony-Vac. .0614-.07 GUlf.caaaaa .081£~-.08% | New Orleans. .064-.07
T. Wat. Oll .08%-.08% | Shell East'n .0714-.08 |Gulf ports... 05%
RichOll(Cal) .0814-.08% Tulsa.. 04%4-.05%
Warner-Qu. .07 %-.08

Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery’
New York— ' North Texas. ... $.04 |New Orleans.$.05%-.05%4
(Bayonne)........ $.06 I Los Angeles.. .034-.05 |Tulsa, 04 -04%
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Fuel Oil, F.0.B, Refinery or Terminal v
N. Y. (Harbor)— California 24 plus D New Orl S1.
Bunk $1.00-1.25| Phila., Bunker C.... 1.
Gas Oil. F.O.B Refinery or Terminal
N. Y. (Bayonne)— lChlcago— I’mlss....-.-.s.02 7%-.03
27 plus $.04 28.30 D. .$.053

LR E—

Daily Average Crude Oil Production for Week Ended
June 15, 1940, Off 750 Barrels
‘ “The American Petroleum Institure estimates that the
. daily average gross crude production for the week ended
June 15, 1940, was 3,816,200 barrels. This was a decline of
750 barrels from the output of the previous week, but the
current week’s figures were above the 3,620,300 barrels
calculated by the United States Department of the Interior
tollbe the total of the restrictions imposed by the various
oil-producing States during June. Daily average production
-for the four weeks ended June 15, 1940, is -estimated at
3,780,050 barrels. The daily average output for the week
ended June 17, 1939, totaled 3,447,050 barrels. Further
details, as reported by the Institute, follow:
i Imports of petroleum for domestic use and receipts in bond at principal
United States ports, for the week ended June 15, totaled 1,493,000 barrels,
a daily average of 213,286 barrels, compared with a daily average of 192,857
barrels for the week ended June 8, and 209,643 barrels daily for the four
weeks ended June 15. These figures include all oil imported, whether
bonded or for domestic use, but it is impossible to make the separation in
weekly statistics.

Receipts of California oil at Atlantic Coast ports during the week ended
June 15, amounted to 65,000 barrels, a daily average of 9,286 barrels, of
which 20,000 barrels was gas oil and 45,000 barrels of other petroleum
products, received at the port of Baltimore.

Reports received from refining companies owning 85.1% of the 4,483,000
barrel estimated daily potential refining capacity of the United States,
indicate that the industry as a whole ran to stills, on a Bureau.of Mines’
basis, 3,620,000 barrels of crude oil caily during the week, and that all
companies had in storage at refinerirs, bulk terminals, in transit and in
pipe lines as of.the end of the week, 97,660,000 barrels of finished and un-
finished gasoline. The total amourt of gasoline produced by all companies
is estimated to have been 11,767,000 barrels during the week.

BTOCKS OF FINISHED AND UNFINISHED GASOLINE AND GAS AND
FUEL OIL, WEEK ENDED JUNE 15, 1940
(Figures in Thousands of Barrels of 42 Gallons Each)

Stocks of Finished &
Unfinished Gasoline

Total
Fintshed
and

Stocks of Gas Ofl

Stocks of Restdual
and Distillates Fuel 01

At Terms.

At Terms.
At
Refinertes
P1

Total
Finished
Pipe Lines
4,161 4,706

240 g -
2,998 79
1,094

289 . e
4,274 241
1,062 797 284

242

140
7,950
22,450
880

No. La. & Arkansas
Rocky Mountain...
California

23,412
28,722
210

*Est. total U. 8.:
June 15, 1940. ...
June 8, 1940...

U. 8. B. ot Mines :
# June 15, 1939..) 76,368 22,077 7,768

* Estimated Bureau of Mines basis. - ° ;
DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels)

23,330
22,696

28,932

92,493 75,399 | 29,267

82,669 ' 29,255

Change
Jrom
Previous

- Week

Week
Ended
June 15,
1940

Week
Ended
June 17,
1939

State
Allow-
ables

408,100| b399,550| —37,700
159,000 +19,700
00 50

453,500
168,650

Panhandle Texas.. ...
Nortb Texas
‘West Central Texas. ..

+400 64,500

85,550
32,000
217,150
90,100
372,550
i 219,700
. 212,900

¥ Total Texas. ......|1,344,600|cl335,530|1,398,250 1,380,700(1,294,450

[ 2
North  Louisiana. 69,100 69,550| 73,800
226,500 230,250| 196,750

Coastal Louisiana...
t 295,600 299,800| 270,550

71,600 71,850
b10,150! 9,800
477,760 455,100
b12,400 12,550
94,900

93,050

58,600
69,700
17,800

,300!
107,100

3,160,550/2,829,950
619,500| 617,100

Total United States 3,780,050!3,447,050

2 These are Bureau of Mines' cal 1ons of the requir of domestic crude
ofl based upon certaln premises outlined in its detalled forecast for the month of
June. Asrequirements may be supplied either from stocks, or from new production,
contemplated withdrawals from crude ol inventories must be deducted from the
Bur:ag:’ estimated requirements to determine the amount of new crude to be
produced.

274,700
66,700
000

280,166
70,5156

+4,150

4100
—750
420,550
—450

Tlinois & Indiana)
Michigan.
‘Wyoming.
Montana.
Colorado..

New Mexico

P Total east of Calif.
roia

Eastern (not inc x;s

106,700

3
d592,000

kp://fraser.stlouisfed.org/
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b Oklahoma, Kansas, Nebraska, Mississippl, Indiana figures are for week ended
7 &.m. June 12,

< This is the net basic allowable as of the first of June. Past experience indicates
it will increase as new wells are completed and if any upward revisions are made.
It includes a net figure of approximately 368,533 barrels for East Texas after deduc-
tlons for 14 shutdown days, namely, Juna 1, 2, 5, 8, 9, 12, 15, 16, 19, 22, 23, 26, 29
and 30. For all other areas a shutdown was ordered for June 1 only.

d Recommendation of Central Committee of California Ol Producers.

Note—The figures Indicated above do not include any estimate of oy oil which
might have been surreptitiously produced.

CRUDE RUNS TO STILLS AND PRODUCTION OF GASOLINE, WEEK
ENDED JUNE 15, 1940
(Figures in Thousands of Barrels of 42 Gallons Each)

Gasoline
Production
at Refineries
Inc. Natural

Blended

Daily Refining

Crude Runs to
Capacity Stills

District

Datly
Average

Percent
Operated

Percent

Potential
Rate Reporting|

East Coast.vmuananancn cme,
Appalachian_.

Tndiana, Illinols, Kentucky.
Oklahoma, Kansas, Missour]
Inland Texas.

‘Texas Gulf..

Louisi Gi

ul -

North Louisiana & Arkansas
Rocky Mountain. ...

Callfornia. « e ceen-. 1442

110,296

1,471

B

3,620
4,483 ' 3,600

* U.8.B. of M. June 15 1939 x3,490 y11,497

* Egtimated Bureau of Mines' basls. x June, 1939, daily average. y This Is &
week's production based on the U. 8. Bureau of Mines June, 1939, dally average.
z 12% reporting capacity did not report gasoline production,

et By

Weekly Coal Production Statistics

The Bituminous Coal Division of the United States
Department of the Interior in its current weekly coal state-
ment said that produetion of bituminous coal, as in the past
six weeks, continues to show little change in trend.  The
total output in the week ended June 8 is estimated at 8,-
070,000 net tons. This indicates a recovery from the holi~
day decline in preceding week, and an inerease of 1.4% over
the week of May 25. Production in the week of 1939 cor-
responding with June 8 amounted to 6,273,000 tons.

The United States Bureau of Mines reported that the
production of Pennsylvania anthracite in the week ended
June 8 is estimated at 978,000 tons, indicating an inerease of
153,000 tons over that of the preceding week. This is
practically the came difference in output as for the corres-
ponding week of 1939, with about’'18% increase for both

11,767
11,627

_ periods.

ESTIMATED UNITED STATES PRODUCTION OF SOFT COAL WITH
COMPARABLE DATA ON PRODUCTION OF CRUDE PETROLEUM
(In Thousands of Net Tons)

Wecek Ended Calendar Year to Date d

June 8 | June 1 |June 10,
1939

1940 | 1940 1940 ’ 1939 | 1929

Bituminous Coal a—
Total, including mine fuel. . .c...
Dally average. . .ccaceua i

7,570 6,273|196,633|142,002(231,202
1,345| ¢1,402| 1,046 1,451 1,046/ 1,606
Crude Petroleum b—

Coal equivalent of weekly output' " 6,114 6,005  5,409'138,2941125,322! 97,925

a Includes for purposes of historical comparison and statistical convenience the
production of li-nite. b Total barrels produced during the week converted to

8,070

. equivalent coal assuming 6,000,000 B. t. u. per barrel of oll and 13,100 B, t. u, per

und of coal. Note that most of the supply of petroleum products is not directly
pcgmpemlve with coal. (“Minerals Yearbook 1938,” page 702). ¢ May 30 welghted
as 0.4 of a normal working day. d Bum of 23 full weeks ended June 8, 1940, and
corresponding 23 weeks of 1939 and 1929, '

ESTIMATED WEEKLY PRODUCTION OF COAL, BY STATES

The current weekly estimates are based on rallroad carloadings and river ship-
me(nts and are subject to revision on receipt of monthly tonnage reports from district
and State sources or of final annual returns from the operators.)

(In Thousands of Net Tons)

Week Ended

May 25| June3 | June 4
1940 1939 1938

4,000
2

Colorado eemeee- -
Georgla and Nort!
Tilinols .

Indlans

Kentucky—Eastern
Wester.un--

Mary
Michigan
Montana.-...

New Mexico.. cosmann
North and South Dakot..cceacan
Ohf0.ccececnennan camboamed -
Pennsylvania bituminous......-
T

TeXA8unrnasaammmmenasaanness
U

virginig....
Washington . ... “
West Virginla—Southern.g...-.

B et

Wyoming ...« - ..
Other Western 8tates.Cocvnenaae

{nous 00Al...cceea
Pe'll;gs‘;llvmmag‘:hrmlw.d.-.--- 844 1,174, 1,219| 1,932

Total, all coal.cuceceean cmmen 8,804/ 6,535/ 5,865' 9,808 12,810

ations on the N, & W.; C. & O.; Virginian; K. & M.;B.C. & G.;
am-i E:\clt%?‘B?p;rO. in Kanawha, Mason, and Clay countles. b Rest of State, In-

7,960 5,778 4,691| 8,589
757
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cluding the Panhandle District and Grant, Mineral and Tucker counties. ¢ Includes
Arizona, California, Idaho, Nevada and Oregon. d Data for Pennsylvanis
anthracite from published records of the Bureau of Mines, e Average weekly rate
for entire month. f Alaska, Georgla, North Carolina, and South Dakota included
with “‘other Western States.” * Less than 1,000 tons.

ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND
BEEHIVE COKE

(In Net Tons)

Week Ended

June 8 | June 1 |June 10
1940 | 1940 | 1939 1940 1939 ¢ 1929 ¢*

Calendar Year to Date

June 22, 1940

DAILY PRICES OF METALS (“E. & M. J."” QUOTATIONS)

Electrolytic Copper | Straits Tin| . Lead Zine
Dom.,Refy.\Ezp., Refy.| New York | New York | St. Louis | St. Louts

11.275 11.425 58.000 5.00 4.85 6.25

11.275 11.400 58.000 5.00 4.85 6.25

11.275 11.400 57.250 5.00 4.85 6.25

11.275 11.425 56.250 5.00 4.85 6.25

x 11.325 52.125 . 5.00 4.85 6.25

x 11.200 53.250 5.00 4.85 © 6.25

Average .| 11.233 11.363 55.813 5.00 4.85 6.25

Pa. Anthracite—
Total, including colliery

el o i st dba 978,000/825,000(828,000/21,663,000|24,241,000(32,033,000
Dally average........ 163,000(165,000(138,000| 161,100| 180,200| 238,200
Commercial production b|929,000784,000,787,000{20,582,000/23,029,000{29,727,000
Beehive Co
United States total..... 27,300 24 200 11 200| 768,700 278,400, 2,909,300
Dalily average....... 4,650| < 4,033 1,867 5,670 2,017 21,082

a Includes washery and dredge coal, and coal shipped by truck from authorized
operations. b IExcludes colliery fuel. ¢ Adjusted to make comparable the number
of working days in the three years.

i e

Non-Ferrous Metals—Collapse of France Unsgettles
Copper Prices—Tin Down on Selling in East

The June 20 issue of “Metal and Mineral Markets’ re-
ported that France asked Germany for peace terms on
June 17. This generally unexpected development brought
widespread confusion into the market for major nonferrois
metals, chiefly in the export division, because France has
been an important buyer and a strong factor in _maintaining
an orderly trade in foreign copper. Copper prices eased as
the week ended. Tin was sharply lower on liquidation in the
East. Lead and zine remained unchanged. The huge re-
armament program of the United States tempered the news
from Europe somewhat. The publicaiion further reported:

Copper

.. That the copper industry will have to face a radically changed world in
reference to the distribution of metal outside of the United States, because
of the conquests of the totalitarian powers, was brought home to producers
during the last week. . The position of export copper became uncertain and
quotations on forward material were little more than nominal as the week
ended. France has been the main support of the export market and there
appears to be little hope to continue shipments to that country under the
arrangement that has been in force since last December. England may take
some of the metal, but hardly 25,000 tons a month, traders argued.

Bxports of copper from Chile during the first three months of 1939 and
1940, in metric tons:

——Jan-Mar,—— —Jan.-Mar.—
Electrolytic: 1939 1940 | Standard: 1939 1940
United States_...._. 26 46,079 | 'United States....... 17,301 = 39,813
Argentina. .. i 142 482| ¥rance....... a5 o2 838 2,281
Belgium.... .-+ 10,086 wm--| Germany.... y 141 e
ANCE. v weww - 3,460 te Great Britain - 12,416 enew
Great Britain -- 6,890 305| Italy.-meo-.- - 945 10,872
...... - 3,611 1,697 Bweden__.____ - 1,092 1,093
Sweden...___ - 7,924 45 Undistributed....... 2,876 md
Other countries_ ... 588 1,200
17:1 . S, ,609 54,059
TotalSmm e cacnnan 32,727 50,220 Totals all kmds_ s 70 336 104,279

The navy awarded contracts during the last week for 2,088 tons of copper.

Immediate shipment domestic copper held at 114c., Valley basis,
throughout the week, but June-July was available on June 18 and June 19,
in fairly large tonnages, at 113{c. Domestic sales for the last week totaled
15,430 tons, making the total for the month to date 91,319 tons.

Prompt shipment export copper sold during the week as high as 11%c.,
f. a. 8. New York. Late in the week July shipment copper for export was
offered at 1134c., with futures at 11.20c.

Lead
- Buying of lead over the first four days of the last week was fairly active,
but since June 18 demand has moderated.. Sales of common lead during the
last week amounted to 10,408 tons, which compares with 19,631 tons in
the preceding seven-day period. The market was steady at 5c., New York,
which was also the contract settling basis of the American Smeltinz & Re-
fining Co., and at 4.85¢., St. Louis.

: Zinc

Though the position of zinc remains tight, the undertone of the market
Wwas not quite as firm as in the preceding week. Producers are wondering
whether the export demand will hold up to the same high level as recently.
All business bo.ked during the last week was on the basis of 6}{c., St.
Louis, Prime Western.

Bales of the common grades of zinc during the week ended June 15,
totaled 5,453 tons, against 12,420 tons in the week previous. Shipments to
consumers for the week totaled 4,827 tons and undelivered contracts in-
creased slightly to 62,865 tons.

Tin

Tin prices broke badly on Jan. 18 on liquidation in the Far East, generally
ascribed to selling by Chinese operators who turned bearish on European
developments. Rumors early ih the week to the effect that the British
would establish maximum prices did not help matters. The selling move-
ment struck the market at a time when inquiry for tin from the United
States was comparatively light. Demand for tin in the New York market
was fair during the last week.

On June 18 the London market dropped £21 per ton, with Smgapore off

£27. Prices steadied yesterday on improved buying.

Tin-plate operations in the United States held at around 76% of capac[ty
last week.

Straits tin for future arrival was quoted as Iollows.

50..
52.250 51.250 51.000

Chinese tin, 99% spot, was nominally as follows: June 13, 57.000c.;
June 14. 57.000c.; June 15, 56.250c.; June 17, 55.250c.; June 18, 51.125¢.;
June 19 52.250c.

"
/

A -

x 11.025@11.275.

Average prices for calendat week ended June 15 are: Domestic copper
f. 0. b. refinery, 11.275c.; export copper, f. 0. b. refinery, 11.404c.; Straits
tin, 56.958¢c.; New York lead, 5.000c.; St. Louis lead, 4.850c.; Sc¢. Louis
zine, 6.250c.; and silver, 34.950c. ’

The above quotations are *M. & M. M.'s" appralsal of the major United States
markets, based on sales reported by producers and agencies. They are reduced

to the basls of cash, New York or St. Louis, as noted. All prices are in cents per pound.

Copper, lead and sinc quotations are based ‘on sales for both prompt and future
deliveries; tin quotations are for prompt delivery only.

In the trade, domesnn copper prices are quoted on a delivered basis; that is, de-
livered at consumers’ plants. As dellvery charges vary with the destination, the
tigures shown above are net prices at refineries on the Atlantic seaboard. Delivered
prices in New England average 0.225¢. per pound above the refinery basis.

Export quotations for copper are reduced to net at refineries on the Atlantic sea-
board. On foreign business, owing to the European war, most sellers are restrictlng
offerings to f.a.8. transactions. dollar basis. Quotations, for the present, reflect
this change in method of doing business. A totilof 05c 1s deducted from f.a.8. basls
(lighterage, &c.) to arrive at the 1.0.b. refinery quotation.

Due to the European war the usual table of daily London
prices is not available. Prices on standard tin, the only
prices given, however, are as follows: June 13, spot, £28834,
three months, £289 /4 ; June 14, spot £290Y4, three months,
£29115; June 17, spot, £2851 15, three months, £28614;
June 18, spot, .€264 three months, £265%; and June 19,
spot, £266 4%, three months, £268%.

PRICKLEREE S AR,

Steel Mills and Other Manufacturers Cease Work,
Temporarily, on French Orders—Steel Orders
Heavy and Operations Are Higher

The “Iron Age” in its issue of June 20 reported that pro-
duction of semi-fiaished and finished steel for France was at
least temporarily suspended this week, pending eclarifica~
tion of the situation abroad. The “Iron Age” further stated:

Although the Anglo-French Purchasing Board issued a statement that
“No American manufacturer has been asked to stop production on a French
order,” various complications immed’ately arose which caused steel com-
panies and other manufacturers to cease fabrication of material.

The British may take over some of the orders, as they have already
announced they will do in the case of airplanes and engines, but there are
some products in process here wh ch obviously cannot be shipped to France,
as for example airplane parts for a French manufacturer situated near Paris.

Much of the French steel business has been placed within the past few
weeks and comparatively little has been processed. A considerable addi~
tional volume was under negotiation. Orders on mill books are mainly for
shell billets and bars, plates, alloy steel, barbed wire and vin plate.

Some manufacturers engaged in work for France on tiucks, trailers (and
other equipment have not only stopped work, but have suspended orders
for the steel required for further manufacture.

The machine tool industry, which has French orders for mwany millions
of dollars worth of tools, will quickly readjust itself to the changed situation
as there will be an almost immediate need for the capacity thus released in
the building of tools for tne United States defense program, in addition to
which there is an insistent demand from Canada and Great Britain. Pro-
duction of machine tools is expected to continue without abatement.

‘While steel ingot production did not advance this week as much as might
have been expected had work not ceassd on French orders, the rate for the
country gained a point and a half to 87%, sligntly above the best rate of
last January.

If, as expected, the British take over most of the Frencn contracts and
add to these the additional heavy requirements that are now under dis-
cussion, there will be no immediate letdown, but probably a further gain,
in steel production. There is a disquieting thought, however, in the minds

- of manufacturers engaged in war work as to whether Britain can long hold

out in the.eveat that Germany obtiins possession of the French navy. The
ending of the war would undoubtedly bring a sharp dowaturn until such
time as the United States defense program gets fully under way.

German steel companies are offering steel in South American countries at
prices below American quotations with a casn guarantee of delivery by
October, thus carrying out the Reich's ‘““time table’ tactics to the point of
plinning for post-war trade re-establishment. German successes have given
Reich 95% control of the French steel industry, which, with Germ ny's
own capacity and that of Belgium-Luxembourg, totals about 40,010,000
tons annually. In addition, Germany now has access to the Lorraine ore
basin to add to the iron ore she is receiving from Sweden.

This situation emphasizes the aid that Great Britain and Canada will
rejuire from the steel industry of the United States, if the war is prosecuted
by the British Empire alone. In order to facilitate its own war manu-
facturing, Canada has issuéd an order-in-council waiving duties on some iron
and steel products needed for war supplies.

Moreover, our own national defense program has as yet made only a
dent in our steel capacity. Although appropriations have be2n made by
Congress and some contracts awarded, notably for Naval shipbuilding, steel
orders are not yet being received by the mills in large volume for such work.
Other than export tonnage, much of the current steel business is from
domestic fabricators not yet engaged in war work. Nevertheless tonnage
on the books of the mills is expanding at a rapid rate, backlogs are being

- built up and deliveries are extended.

The Navy Department has provided for the construction of 22 ships
under the Vinson Naval expansion bill, on top of which comes a new bill
before Congress calling for 84 additional ships.

;Railroad egquipment buying is increasing and may develop soon into a
major program. Automobile companies are on the verge of placing large
orders for 1941 model production.

Scrap prices continue to advance, althougn the French situation has had
a slightly sobering effect. Meanwhile, the “Iron Age’’ scrap composite
price has risen for the 10th consecutive week and is now at $19.92. a gain
of 75¢c. over last week. /

Digitij for FRASER ’ K
http:/fkser.stlouisfed.org/ .
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THE “IRON AGE" COMPOSITE PRICES
Finished Steel

June 18, 1940, 2.261c. a Lb, Based on steel bars, beams, tank plates,
2.2610.} wire, ralls, black pipe, sheets, and hot
2.261c.| rolledstrips. These products represent

.236¢.)] 85% of the United States output. °
' Low

2.211c. Apr. 16

2.236c. May 16

2.211c. Oct. 8

2.249¢.

2.016¢.

Mar, 2
Mar, 16

Pig Iron
June 18, 1940, $22.61 a Gross Ton }Bmd on average for basle iron at Valley

turnace and foundry iron at Chicago,
Philadelphi Buffalo, Valley, and
n iron at Ci 1

One week 880. ccmmcnanncen —ne--$22.61
One month ago.. 22.61

One year ago

Jan. 2
Sept. 19
June 21
Mar. 9
Nov. 24

$22.61
20.61

1936..

Steel Scrap

June 18, 1940, $19.92 & Gross Ton |Based on No. 1 heavy melting steef

One week ago... $19.17} q at Pittsburgh, Philadelphia,

One month 880 cermeeomoccaaas and Chicago.
One year 820

Low
Apr. 9
May 16
11.00 June 7
Mar. 30 12.91 Nov.10
Dec. 21 12.67 June 9
The American Iron and Steel Institute on June 17 an-
nounced that telegraphic reports which it had received indi-
cated that operating rate of steel companies having 97%
of the steel capacity of the industry will be 87.7 %, of capacity
for the week beginning June 17, compared with 84.6%, one
week ago, 73.0% one month ago, and 55.0%, one year ago.
This represents an increase of 3.1 points, or 3.7%, from the
estimate for the week ended June 10, 1940. Weekly indi-
cated rates of steel operations since June 5, 1939, follow:

1939— 1939— 1940—

Sept. 18 Jan. 1

Sept. 8% | Jan.
Jan,
Jan.
Jan.
Feb.
Feb.
‘| Feb.

% Feb.
Mar.

June 18 $16.04

14.08

Dec. 25 7% Apr. ~61.3%

“Steel,” of Cleveland, in its summary of the iron and steel
markets, on June 17, stated:

‘With substantial armament tonnage developing, for export and defense,
steel operations continue to rise steadily, advancing 44 points last week to
86%. While there is opportunity for some further increase the rate is ap-
proaching practical capacity and expected heavy requirements for the Allies
and for domestic defense may result in allocations for essential purposes.

Steelmakers have been pushing deliveries as rapidly as possible, to clear
books for armament requirements and avoid congestion. Signs of speeding
up defense preparations appear in various directions. - Prompt award of
22 naval vessels in the 1941 fiscal year program, 13 to navy yards and nine
to private builders, while not offering steel for immediate rolling, provides
heavy continuing demand as work progresses. These ships will require well
over 75,000 tons of steel, in addition to tonnage for equipment. York

Safe & Lock Co., York, Pa., has been awarded 350 carriages for 37-millimeter

anti-tank guns and bids are pending on 416 more. Orders also have been
placed for shells, tank parts and other materials, but the total is small.

' T he Commercial & Financial Chronicle

3893

' Among inquiries for war material for the Allies is one for 34,000 tons of
hot and cold-rolled and galvanized sheets. , Canadian manufacturers have
contracts for 300 tanks for Great Britain, armored with four-inch plates.
Such plates are not produced in Canada and must be imported, probably
from the United States.

Rising price of manganese ore has caused advance of $20 per ton on ferro-~
manganese, and $4 to $10 on spiegeleisen. Silicon alloy prices have been
increased $5 to $10 per ton, according to grade. - These prices are effective
at once on spot purchases and July 1 on contracts. . Third quarter contract
prices on vanadium metals and alloys and ferrotitanium have been reaffirmed
and indications are that chromium alloy prices will not be changed for that
delivery. Closing of the Mediterranean by Italy’s war declaration has
stopped shipments from Russia and other countries bordering that sea,
important ore sources, and the situation is unsettled, no prices being quoted.
Exports to the Mediterranean countries are also prevented, the largest
item in this trade being 250,000 tons of scrap bought recently by Italy,
none of which had been shipped. Important tonnages of steel products
have been going to these countries in recent years. ’

Railroad rolling stock buying last week assumed more activity than for
several months, 3,260 freight cars and 16 steam locomotives being placed.
This is a greater number of cars than any full month since October, 1939.
Great Northern led with 1,250 cars, followed by Gulf Mobile & Northern
with 1,000 and Virginian and Minneapolis St. Paul & Sault Ste. Marie with
500 each. Western Maryland’s order for 12 steam locomotives is the largest
for several months.

Seasonal drop in automobile production is unusually slow. Last week's
output is estimated at 93,635 units, only 1,925 less than the preceding week.
In the comparable week last year production was 78,305 cars.

Indicative of the heavier movement of finished steel is the report of
United States Steel Corp. of its shipments in May. Total was 1,084,057
net tons, 19.4% greater than in April, exceeded this year only by January.
For five months total shipments were 5,078,714 tons, 26% over the corre-
sponding period last year.

Scrap continues to advance, the steelworks composite last week reaching
$19.33, an increase of 66 cents, highest since the end of last November.
The same influence caused a gain of 17 cents in the iron and steel composite ,
which moved up to $37.76.

Only two districts failed to increase output last week, the remaining 10
contributing to the 414-point rise.. New England at 66 and Cleveland at
829 made no change. Detroit increased 20 points to 95%; St. Louis,
12 points to 68; Wheeling, 11 points to 90; Cincinnati, 6 points to 66; Buffalo,
6 points to 90; Chicago, 54 points to 91.5; Youngstown, 3 points to 70;
Birmingham, 3 points to 88; Eastern Pennsylvania, 3 points to 76, and,
Pittsburgh, 1 point to 81%. i

Steel ingot production for week ended June 17 is placed
at about 859 of ecapacity according to the ‘“Wall Street
Journal” of June 20. This compares with 839, in the pre-
vious week and 809, two weeks ago. The “Journal” further
stated: ;

United States Steel is estimated at 877%, against 8434 % in the week
before and 83 % % two weeks ago. Leading independents are credited with
nearly 84%, compared with 82% in the preceding week and 77% two
weeks ago.

The following table gives a comparison of the percentage of production
with the nearest corresponding week of previous years, together with the
approximate changes, in points, from the week immediately preceding:

Independents

1932 not available.

Current Events and Discussions

———

The Week with the Federal -Reserve Banks

During the week ended June 19 member bank reserve
balances increased $202,000,000. Additions to member bank
reserves arose from increases of $342,000,000 in gold stock,
$16,000,000 in Reserve bank ecredit, and $2,000,000 in
Treasury curreney, offset in part by increases of $24,000,000
in money in ecirculation, $33,000,000 in Treasury deposits
with Federal Reserve banks, $4,000,000 in Treasury cash,
and $97,000,000 in nonmember deposits and other Federal
Reserve accounts. Excess reserves of member banks on
June 19 were estimated to be approximately $6,770,000,000,
an increase of $160,000,000 for the week.

Holdings of United States Government bonds, direct and
guaranteed, decreased $4,000,000 for the week.

The statement in full for the week ended June 19 will be
found on pages 3926 and 3927. :

Changes in member bank reserve balances and related
items during the week and the year ended June 19, 1940:

Increase H-)ﬁlm LDecrease (—)
Since
June 19, 1940 June 12, 1940 June 21, 1939

Bills d -

Bills bought

U. 8. Government securities, direct ;
and guaranteed. ..o ceeeocmmannn 2,473,000,000

Industrial advances (not including
$9,000,000 commitments—Junel9)

Other reserve bank credit.

Total Reserve bank cred

Gold stock

‘Treasury currency

Member bank reserve balan

Money in circulati

Treasury cash.

‘Treasury deposits with F.R. b

Nonmember deposits and other Fed-
eral Reserve accounts. ..

—362.000.000
—643,000,000

1,364,000,000 “4 97,000,000‘ + 387,000,000

Returns of Member Banks in New York City and
Chicago—Brokers’ Loans ¢

Below is the statemerit of the Board of Governors of the
Federal Reserve System for the New. . York City member
banks and also for the Chicago member banks: -

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES
(In Millions of Dollars)
«——New York City—— ———~Chicago————
June 19 June 12 June 21 June 19 June 12 June 21
19:0 19‘40 1939 1940 1940 1939

S $ [} $
9,241 8,135 = 2,223 2,200 2,044
Loans—total 2,764 2,748 597 58 526
Commercial, industrial
agricultural loans 1,372 425 348
Open market paper. 103 120 18 16
Loans to brokers and dealers. . 517 - 24 30
Other loans 1!:3‘:}1 u:n'ulumlng or S0t » o
{ng securitles
ool catate 113 . 18 13
39
386
§73
ury cencammn ) 19
United States bonds. 5 2,157
Obligations guaranteed by thi |
United States Government,

Assets—
Loans and Investments—total..

and

Cash in vault._..

Other assets—net...

Liabilities—
Demand deposits—adjusted. ...
Time 117 S
United States Govt. deposits...
Inter-bank deposits:

D tic bal

Capital 8CCOUDbeneenmncann —one
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Complete Returns of Member Banks of the Federal
Reserve System for the Preceding Week

As explained above, the statements of the New York and
Chicago member banks are given out on Thursday, simul-
taneously with the figures of the Reserve banks themselves
and covering the same week, instead of being held until the
following Monday, before which time the statistics covering
the entire body of reporting member banks in 101 cities
cannot be compiled.

In the following will be found the comments of the Board
of Governors of the Federal Reserve System respecting the
returns of the entire body of reporting member banks of the
Federal Reserve System for that week ended with the close
of business June 12:

The condition statement of weekly reporting member banks in 101 lead=
ing cities shows the following principal changes for the week ended June(12:
Increases of $52,000,000 in holdings of United States Treasury bills, $60,-
000,000 in holdings of *‘other securities,” $121,000,000 in reserve balances
with Federal Reserve banks and $309,000,000 in demand deposits-adjusted,
and a decrease of $39,000,000 in deposits credited to domestic banks.

Commercial, industrial and agricultural loans increased $12,000,000 in
New York City and $9,000,000 at all reporting member banks. Loans to
brokers and dealers in securities increased $7,000,000 at all reporting
member banks. ]

Holdings of United States Treasury bills increased $33,000,000 in (New
York City, $30,000,000 in the Chicago district, and $52,000,000 at all
reporting member banks. Holdings of “other securities’ increased $28,-
000,000 in New York City and $50,000,000 at all reporting member banks.

Demand deposits-adjusted increased in all districts, the principal in-
creases being $103,000,000 in New York City, $31,000,000 in the Chicago
district, $27,000,000 in the 8t. Louis district, $22,000,000 in the S8an Fran-
cisco district, $21,000,000 in the Dallas district, and $20,000,000 in the
Kansas City district. The total increase at all reporting member banks
was $309,000,000. :

Deposits credited to domestic banks decreased $45,000,000 in the 8t. Louis
district and $39,000,000 at all reporting member banks. Deposits credited
to foreign banks decreased $7,000,000 in New York City and $13,000,000 at
all reporting member banks,

A summary of the principal assets and liabilities of repdrb—
Jing member banks, together with changes for the week and
the year ended June 12, 1940, follows:

Increase (+) or Decrease (—)
nee
Jumﬁs. 1940 - June 1:. 1939

+ 134,000,000 +-1,783,000,000
000 +3

June 12, 1940
Assets— $
Loans and investments—total. . ..23,661,000,000
Loans—total 69,000,000 434,000, 72,000,000
Commercial, industrial and agri-
cultural loans. - 4,377,000,000 49,000,000 -+ 546,000,000
Open market paper.... - 317,000,000 ~1,000,000 +10,000,000

Loans to brokers and d

444,000,000 7,000,000
Other loans for purchasing or

472,000,000

carrying securities
Real estate loans. ... 1,198,000,000

- 2,000,000
1,919,000,000

50,000,000
1,933,000,000
6,5631,000,000

States Government.

Other securities.
11 .439,000,000

507,000,000 . 000
Balances with domestic banks.... 8,255,000,000  +-12,000,000
Liabtidties—
Demand deposits—adjusted 20,615,000,000 309,000,000
Time d it8.. . . ,311,000,000 ~17,000,000 6
United States Government deposits 582,000,000 - —2,000,000 30,000,000

Inter-bank deposits:
D 10 banks. ... 8,449,000,000 ~ —39,000,000 +-1,696,000,000
Foreign banks 687,000,000 —1?,%8,%

Borrowings

—_—————

Brazil and Great Britain Sign “Payments’’ Pact

Brazil signed a “payments”” agreement with Great Britain
on June 18. Regarding the pact, which went into effect
June 20, Associated Press advices from Rio de Janeiro said.

Under the accord British pound exchange from Brazillan exports to the
British Empire—excluding Canada, Newfoundland and Hongkong—will
be used to pay the following three categories: :

1. British Empire exports to Brazil, except from Canada, Newfound-
land and Hongkong.

2. Remittance of interest and dividends of British companies in Brazil.

3. Repurchase of Brazilian-owned British pounds at rates fixed by the
British government.

Under the third part of the agreement operations are to be based on
the official buying and selling cross-rates established in London, under
which the United States dollar is quoted at slightly more than four to
the pound sterling. This supersedes the free sterling rate at New York
previously used.

Prior to the war Great Britain had a favorable trade balance with
Brazil, largely because of her big sales of coal to Brazil. 'With the reduction
of Brazil's coal imports and Great Britain’s heavy buying of Brazilian
products, especially meat, Brazil sold produce worth $12,867,926 in the
ﬁrit three months of 1940, while importing only $6,712,607 from Great
Britain. ;

—_——

Exiled Polish and Belgian Governments Move from
France to Britain

The following was contained in a wireless dispateh from
Bordeaux, France, June 18, to the New York “Times:”’

The Polish Government, exiled in France, has moved to Britain, it was
learned today. It left France in order to continue to represent Polish
Polish interests wherever possible, it was said. ;

Members of the Government and their staffs left Angers, the provisional
capital, last Thursday night. They stayed a few days in a small town
near the seat of the French Governmens and decided to transfer their
activities to Britain when they learned of the French peace proposal.

Before leaving General Wladislas Sikorski, the Premier, made all neces-
sary arrangements regarding the Polish Army in France.

It was learned here today that the exiled Belgian Government has been
transferred from French soil at Poitiers to a town on the British Isles.
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Finland, Rumania, and Hungary Are only European
Nations to Make Paymentjon June 16 War-Debt
Instalments ;

Finland again was the only one of 12 European debtors
to meet war obligations which matured June 15. However,
Rumania made a conditional payment of'$100,000 and Hun-
gary again paid $9,828, covering part of the instalment due.
The remaining nine countries defaulted. Payment of Fin.
land’s instalment is referred to in a separate item in this
issue of our paper. The following regarding the Hungarian
payment is from a Washington dispatch, June 14, to the
New York “Times”:

The payment today covered part of the instalment due ard was the
sixth in that category Hungary has made. Notification of the payment
was given in a note to the State Department from the Hungarian Minister,
John Pelenyi, which brought a prompt statement of “special gratification”
from Becretary of State Cordell Hull. i

“The Hungarian Government,” Mr, Hull said, “has informed the De-
partment that it is again making a partial payment on its relief debt
contracted in 1920 for the purchase of flour in May, 1920, from the United
States Grain Corporation - through the American Relief - Administration.
While such payments have been made regularly since December, 1937,
their continuance in the difficult circumstances of the present time is a
source of special gratification. ;

“At the same time the Hungarian Government has recalled attention to
its offer to undertake a new agreement on a permanent basis, whereby
payment of the original relief debt, without interest, would be completed
in about 30 equal annual instalments, and has again expressed the hope
that the Congress will give favorable consideration to the offer.

“In. recommending these proposals, made in February, 1938, to the
consideration of the Congress, the President, in his message of March 28,
1938, expressed the belief that they represented a noteworthy . wish and
effort of the Hungarian Government to meet its obligations to this Gov-
ernment.”

The instalment due from Hungary was $37,410.08 in 2 new payment
and $597,870.75 in arrears, a total of $634,781.

The Hungarian Minister’s note to Secretary Hull said:

“By order of my Government I have the honor to inform you that the
amount of $9,828.16 has been deposited in the Federal Reserve Bank
oi New York on account of the relief indebtedness of Hungary to the
Government of the United States.

“I take the occasion to recall ‘that in response to the repeated indica-
tions expressed by the United States Government in semi-annual notices
‘that this Government is fully disposed to discuss, through diplomatic
channels, any proposals which your Government may desire to put forward
in regard to the payment of this ihdebtedness, and to assure that such
proposals would receive careful consideration with a view to eventual su
mission to the American Congress,” my Government, in an aide memoire
of Feb. 7, 1938, submitted a proposal seeking to regularize its debt pay-
ments by a new agreement on a permanent basis, which would pay off
completely the original relief debt, without interest, in equal instalments
in the lifetime of the present generation, that is, in approximately 80 years.

“It has been a source of disappointment to my Government that so
far no definitive action has been taken on this proposal.”

The original indebtedness was $1,685,835.61, This, with interest, was
funded in 1924 into $1,939,000 bonds of Hungary.

Concerning the Rumanian payment, Washington United
Press advices, June 15, stated:

Rumania’s debt to the United States totals $14,128,181. Minister Radu
Irimescu said that the $100,000 token payment was to be applied to
the debt only if and when the United States and the Rumanian Govern-
ments negotiated a new debt agreement and the pact was ratified by the
legislative branches of both governments,

Secretary of State Hull advised Mr, Irimescu that the Treasury Depart-
ment had no authority to make any alterations to the debt agreement
now in force. It was stipulated that the conditional payment would not
affect the existing agreement. The payment will be placed in a special

* account at the Treasury.

—————e.

Finland Pays June 156 War-Debt Instalment Despite
Congressional Offer to Postpone Payment—Text
of Resolution Passed by Congress and Signed by
President

Despite the fact that Congress on June 14 unanimously
passed a resolution authorizing the Republic of Finland to
postpone its World War debt payments falling due in June
and December, Hjalmar, Procope, Finnish Minister to the
United States, on June 15 paid his country’s instalment of
$159,398. Mr. Procope said Finland was grateful for the
action of Congress, but felt she should maintain her record
of never defaulting even in spite of the hardships caused
by the Russian iinvasion. Mr. Procope said:

It is with deep gratitude I have noted the new sign of friendship and
understanding for my country that Congress gave yesterday by passing the
bill intended to authorize the postponement of our debt payments this
year. In due course I shall inform my Government of this. = However, .
a;i thixl:gs k:;tand at present, and under the existing obligations, I hand you
this chec]

The text of the joint resolution. passed by the House and
Senate June 14 and  signed by President Roosevelt on
June 15, follows: - 1

Resolved, &¢., That the Republic of Finland, at its option, may post-
pone the payment of amounts payable to the United States of America
during the period from Jan. 1, 1940, to Dec. 81, 1940, inclusive, under
the agreements between that Republic and the United States of America
dated May 1, 1923, and May 23, 1932; and, in the event of the exercise
of the option herein granted, the Secretary of the Treasury is authorized
to make, on behalf of the United States of America, an agreement with
the Republic of Finland for the payment of the postponed amount, with
interest at the rate of 3% per annum beginning Jan. 1, 1941 in 10 annui-
ties, the first to be paid during the calendar year beginning Jan. 1, 1941,
and one during each of the nine calendar years following,.each annuity
payment to be payable in one or more. instalments: ' Provided, however,
That the amounts postponed shall bear interest at the rate of 3% per
annum  from the date payment of such amounts was postponed to
dan. 1, 1941, L

Sec. 2. The agreement authorized in the first section of this joint
resolution shall be in such form that annuity payments thereunder shall,

#
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unlefs otherwise provided in such agreement, (1) be in accordance with
the agreement with the Republic of Finland dated May 1, 1928, and (2)
be subject to the same terms and conditions as payment under the agree-
went dated May 1, 1928.

——an

New York Stock Exchange to Delist Unassented Mexi-
can 4% Gold Bonds of 1904 and Irrigation 4149%
Gold Bonds due 1943, SEC Announces '

The Securities ‘and Exchange Commission announced

June 18 that it had granted the application of the New York

Stock Exchange to strike from listing and registration the

Republic of Mexico 49, gold debt of 1904, due Dec. 1, 1954

(unassented), and Institution for Encouragement of Irriga~

tion Works and Development of Agriculture, S. A. 35-year

4149, sinking fund gold bonds, due Nov. 1, 1943 (unas-

sented) of the Government of the United States of Mexico.

Regarding this action the SEC said:

At the hearing held in connection with this application, the Government
of the United States of Mexico was represented by counsel who advised the
Commission that the Secretary of Foreign Relations, the Secretary of the
Treasury and the Secretary of Public Credit of the Republic of Mexico
desired to state that they raise no objection to the request and application
presented by the New York Stock Exchange.

The application stated, among other things, that in the opinion of the
Exchange’s Committee on Stock List the outstanding amount of these
bonds had been so reduced as to make further dealings in them on the Ex-

. change inadvisable. The order granting the application becomes effective

on June 27, 1940.
PESESE

Minimum Prices on Grain Futures Abolished by
Chicago and Kansas City Markets—Board of Trade
Takes Action to Facilitate Marketing of New Crop

Minimum prices on grain futures were removed by the
Chicago Board of Trade on June 14. The directors of the
Exchange decided to disecontinue the minimum prices at a
meeting on June 11. The minimum prices, which were
established on May 19 at the request of Secretary of Agri-
culture Wallace (noted in our issue of May 25, page 3281),
were removed, the directors said, because of the need for
freedom in the market so that new crops might be marketed
to the farmers’ best interests. The Board said that Secre-
ta;ﬁ' Wallace had not requested removal of the limits nor
had he opposed the action.

Directors of the Kansas City Board of Trade also decided
on June 11 to abolish minimum prices on grain futures,
effective June 14. ’ : ’

The resolution adopted by the Board of Directors of the
Chicago market read: ,

Inasmuch as the directors, in a spirit of cooperation, on May 19, 1940,
loyally and patriotically complied with the request of the Hon. Henry A.
‘Wallace, Secretary of Agriculture, and temporarily placed minimum prices
on future trades made in grain on the Chicago Board of Trade;

And inasmuch as public confidence in the soundness of our national
marketing system has again been demonstrated, it is now apparent that
there is need for freedom in the markets in order that the new crops the
farmers are about to harvest may be marketed to their best interests;

Now, therefore, be it resolved, that the action taken by the directors
May 19, 1940, under the provisions of Rules 81 and 251, shall be terminated
at the close of business Thursday, June 13, 1940, and that the minimum
prices be, and they hereby are, abolished, effective at the opening of busi-
ness, Friday, June 14, 1940. ?

—————e

Board of Covernors of Federal Reserve System Says
All Treasury’s Gold Holdings Are in Use—Survey
Asserts Purchase Costs Government Nothing

Treasury gold holdings (reported at over $19,000,000,000)
“are as fully utilized while held in the Treasury’s vaults as
it would be were it actually paid out,” according to the
Board of Governors of the Federal Reserve System, which
further states that “its [the gold] being ‘buried’ in the
ground does not mean that it is unused.” The Board’s
statement in the matter appears in the June issue of its
“Bulletin,” and follows the publication, in its May “Bul-
letin,” of a letter written by M. S. Eccles, Chairman of the
Board of Governors, to Senator Carter Glass, on the sub-
ject of ownership of the monetary/gold stock. In its latest
“Bulletin” the Board, discussing the “Utilization of Mone-
tary Gold Stock,” states that “in view of the public’s inter-
est in the gold problem as reflected in an increasing volume
of inquiries addressed to the Board on the subject, it seems
desirable to publish also the following account [which we
give further below.—Ed.] of the transactions by which gold
becomes the. property of the United States and is put to
monetary use.” . On the day of the issuance of the Board’s
June “Bulletin” (June 10) the Department of Commerce
at Washington was reported as saying that gold imports
during May were double the amount of April. The May
imports were $438,694,724. United Press (Washington)
advices on that date added: :

During May, the Department said, monetary gold stocks in the United
States increased by $439,032,000 to a record high of $19,208,907,000.
This represented a net increase of $1,565,457,000 during the last five
months, Canada was the biggest gold shipper during May, sending $281,-
197,677 here, mostly for purchasing war supplies, The United Kingdom
sent $62,043,541; South Africa, $31,368,903; Switzerland, $11,452,359;
Holland, $9,431,081, and Italy, $8,247,800.

The Board, in its discussion of the subject, declares that

“the purchase of gold has cost the Treasury nothing, for ™

after that transaction it has the same amount in its check-
ing balance that it had before. It has not borrowed an
additional cent.” The Board discussion of the “Utilization

v

of the Monetary Gold Stock” follows:
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The process by which the Treasury acquires gold and puts it into use
involves a number of technical steps, partly the result of custom, partly
;hﬁ result of law and regulation. Reduced to simple terms they are as
ollows :

1. The Treasury recelves the gold—usually at a United States Assay Officw or
Mint—and issues a check in payment for it.

2. The check s deposited by the seller of the gold at his bank, which gives him
credit In his deposit account,

3. The bank deposits the check In the Federal Reserve Bank and receives credit
in it8 reserve account.

4. The Federal Reserve Bank charges the check to the balance which the Treasury
maintains with it.

5. The Treasury replenishes this balance by crediting gold certificates to the
Federal Reserve Bank in exchange for deposit credit,

At the conclusion of these five steps the matter stands as follows: The
Treasury has possession of the gold; bank deposits and bank reserves have
both been increased by the amount of the gold; and the Treasury’s check-

.ing balance at the Federal Reserve banks, reduced by the purchase of the

gold; has been restored by credits based upon the gold.

The purchase of the gold has cost the Treasury nothing, for after the
transaction it has the same amount in its checking balance that it had
before. It has not borrowed an additional cent. It has acquired the gold
and it has put the gold to use. It has put the gold to use not by paying
it out in the form of coin, not by depositing it in the Federal Reserve
Bank, but by the use of credits based upon it payable in gold certificates,
and in exchange for these credits representing the monetary equivalent
of the gold, the Treasury is credited on the books of the Federal Reserve
banks with funds to check against. The Treasury transfers these funds-
by check to those to whom it has payments to make—to farmers, Govern-
ment employees, suppliers, contractors, and others. The use of the gold
cantinues so long as the funds to which the gold gives rise are in existence,
no matter in whose hands the funds may be.

The net effect of these operations is the same as if currency were issued
against the gold and paid out into circulation either directly by the Gov-
ernment or indirectly through the banking system. Most Americans prefer
to deposit their funds with banks and draw checks against them. When
checked out, the funds are redeposited to be checked out still again and
to pass on successively from depositor to depositor, to become part of the
constant stream of payments flowing to person after person through bank
after bank. They become part of the constantly shifting, circulating de-
posits of banks standing in the names of the millions of bank depositors
in the United States.

Meanwhile, beneath this volume of eirculating funds by means of which
the country’s monetary payments are being effected lies the gold stock of
the United States, safezuarded in the Treasury’s vaults. ~Its monetary
value is represented by the gold certificates credited by the Treasury to
the Federal Reserve banks. - These gold certificate credits constitute Fed-
eral Reserve Bank assets behind the Federal Reserve notes they issue and
the reserve balances they owe their member banks. These reserve balances
are maintained with the Federal Reserve banks as required by <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>